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INTRODUCTORY 


Government of India in the Ministry of Community Development 
& Cooperation constituted a Committee vide their Notification No. 
F. 11-64/64-Coord, dated 17th August, 1 964 with the following terms 
of reference : 

(a) To lay down standards and criteria by which the genuine¬ 
ness of cooperative societies of various types may be judged 
and to suggest measures for weeding out non-genuine 
societies and preventing their registration. 

(b) To review the existing cooperative laws, rules and practices 
with a view to locating the loopholes which enable vested 
interests to entrench themselves in cooperative institutions 
and recommend measures—legislative as well as adminis¬ 
trative—for the elimination and prevention of such vested 
interests. 

(c) To examine the factors inhibiting self-reliance and self¬ 
regulation in the cooperative movement and to suggest ap¬ 
propriate remedies. 

2. The Committee was constituted with the following members : — 

(1) Shri Ram Nivas Mirdha, Chairman 

Speaker 

Rajasthan Legislative Assembly, 

Jaipur (Rajasthan) 

(2) Shri Rama Krishna Hegde, Member 

Minister for Community Development & Cooperation. 

Mysore, Bangalore. 

(3) Ch. Brahm Perkash, 

Member of Parliament, 

New Delhi. 

(4) Shri Digamber Singh Chaudhuri, 

Member of Parliament, 

Mathura (U.P.) 

<5) Shri Nand Kishore Narain, 

President, 

Bihar Cooperative Federation, 

Patna. 

(6) Shri L. N. Bongirvvar, 

Registrar of Cooperative Societies, 

Maharashtra. 

(7) Shri M. L. Batra, 

Chief Officer. Rural Credit, 

State Bank of India, 

Bombay. 

(8) Shri A. C. Bandyopadhvay. Member-Secretarv 

Deputy Secretary, 

Ministry of Community Development & Cooperation, 

New Delhi. 


Shri Li. N. Bongirwar ceased to function as a member of this Com¬ 
mittee after he took over his new assignment as Commissioner, 
Aurangabad Division, Maharashtra. Shri M. L. Batra, who in the 
meantime took over a new assignment as Chief Executive Director 
of National Cooperative Union of India, has continued to function on 
this Committee. 



3 The Committee held its first meeting on August 31, 1964. On 
the request of the Committee the Union Minister of Community 
Development and Cooperation and the Union Deputy Minister attend¬ 
ed this meeting and were kind enough to give the Committee some 
clarifications of the terms of reference and some suggestions as to 
how the Committee might proceed in its task. Subsequently the 
Committee held eight meetings. It also toured the States of Gujarat, 
Assam, West Bengal, Bihar, Madras and Maharashtra. Before com¬ 
mencing its tour the Committee circulated a Questionnaire to State 
Governments, cooperative institutions at the national, state and 
district levels. Members of Informal Consultative Committee of the 
Parliament on Community Development and Cooperation, and some 
other eminent persons associated with the cooperative movement, 

■ with the object of obtaining their views and suggestions on the various 
issues covered by its terms of reference. A copy of the Questionnaire 
is appended as Appendix I. A list of the State Governments and 
Cooperative institutions who have been kind enough to send their 
replies to the Questionnaire of the Committee is appended at Appendix 

II. The Committee wishes to record its grateful thanks to them for 
having conveyed their views and suggestions through their replies 
to the Questionnaire. 

4. During the course of its tour, the Committee had the opportunity 
of visiting several cooperative institutions and studying their working 
on the spot. A list of the institutions visited is appended as Appendix 

III. The Committee is grateful to these institutions for according 
to it all necessary facilities for this purpose. The Committee is also 
grateful for the opportunity they had of holding discussions with non- 
official cooperators particularly the representatives of apex institu¬ 
tions, as well as officials concerned with the cooperative movement 
in the States visited. The Committee had the benefit of discussions 
with the Chief Ministers of Gujarat, Bihar, and Madras, Ministers 
in-charge of Cooperation, Gujarat, West Bengal, Madras and Maha¬ 
rashtra, and some other Ministers in the States visited. The Com¬ 
mittee is grateful to them for the time they spared and the valuable 
suggestions which they offered. 

5. The Committee had also the privilege of meeting the Deputy 
Chairman, Planning Commission, Member in-charge of Agriculture, 
Planning Commission, Union Minister for Food & Agriculture, Union 
Minister for Commerce, Chairman of the State Trading Corporation 
and Chairman of the National Cooperative Union of India and having 
frank discussions with them on some of the vital issues affecting the 
cooperative movement. The Committee is grateful to them for their 
valuable advice and guidance. The Committee is also grateful to a 
number of veteran cooperators who responded to its request to meet 
the Committee and gave it the benefit of their views. A list of these 
gentlemen is appended as Appendix TV. 

6. Through the good offices of the Union Minister for Community 
Development & Cooperation a special meeting was arranged with 
the Informal Consultative Committee of Parliament to enable this 
Committee to elicit the views of Members of Parliament. The Com¬ 
mittee is extremely grateful to I.C.C. Members for sparing their time 
to attend this meeting and giving to the Committee their valuable 
suggestions. We are also thankful to the Regional Director of the 
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I.C.A., New Delhi for giving us a memorandum indicating their think¬ 
ing on the general approach to the issues before us, and for having 
a special meeting with us for an exchange of views. 

7. A brief indication may be given here of the method of study 
adopted by the Committee. Apart from visiting cooperative institu¬ 
tions and studying their working in practice, and holding discussions 
with various persons connected with cooperative activities, officials 
as well as non-officials, the Committee has made use of materials 
made available by the State Governments, Registrars of Cooperative 
Societies and Cooperative institutions through their replies to 
the Questionnaire, and also some additional materials which some 
Registrars were kind enough to furnish on the request of the Commit¬ 
tee. It may be mentioned here that the Committee has not attempt¬ 
ed to undertake an assessment of cooperative societies with a view to 
determining how many of them are genuine and how many are non- 
genuine or how many of them are dominated by vested interests and 
how many of them are not so dominated. Within the time and 
resources available to the Committee such a task would have been 
impossible for it to undertake; nor was the Committee required by 
its terms of reference to do so. The Committee has attempted to 
take a broad view of the trends of development in the cooperative 
movement over the past 60 years since the first cooperative legisla¬ 
tion was introduced in India and the general observations of the 
Committee in this,,regard are contained in Chapter I entitled “Histori- 
cal Background”. In Chapter II, an attempt has been made to discuss 
the basic principles of cooperation and their applicability to different 
kinds of cooperative societies under Indian conditions today. Proceed¬ 
ing form a consideration of the eomperative principles, an attempt has 
been made in Chapter III to analyse the characteristics which might 
help indentify a society as genuine or non-genuine. In Chapter IV 
the Committee has dealt with the problem of vested interest, the 
legislative and administrative action which governments can take 
in checking or preventing vested interests, and the measures which 
the cooperative movement itself can adopt with the same end in 
view. The Committee has then in its next Chapter V considered audit 
and supervision primarily in so far as they have a bearing on the 
promotion of self-reliance and self-regulation in the cooperative 
movement. In the next Chapter VI has been considered the problem 
of resources for the cooperative movement. The discussion on re¬ 
sources has been followed in the next Chapter VII by a discussion on 
cooperative education. Both these issues—resources and education— 
are vital to the coopei'ative movement and on a satisfactory solution 
of these issues depends whether the movement will forge ahead in 
the years to come and make itself a live instrument for the betterment 
of the plight of the common man. A summary of conclusions and 
recommendations has been appended to the report as its last Chapter 
VIII. 


8. In conclusion the Committee wishes to record its grateful thanks 
to the Union Minister and Union Deputy Minister for Community 
Development & Cooperation for the keen interest they have taken 
throughout in the Committee’s work. The Committee is also grateful 
to the officials of the Ministry, the National Cooperative Union of 
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India and the Regional Office of the International Cooperative Alli¬ 
ance for making available to the Committee various materials which 
considerably facilitated preparation of this report. 

(Sd/-) Ram Nivas Mirdha, 

(Sd/-) Digamber Singh, 

(Sd/-) Brahm Perkash 
(Sd/-) M. L. Batra, 

(Sd/-) Ramakrishna Hegde, 

(Sd/-) Nand Kishore Narain, 

(Sd/-) A. C. Bandyopadhyay, 

Dated; August 31, 1965, 

New Delhi. 



CHAPTER I 

IKSiGXICAB BACKGROUND 


Cooperation was introduced in India in the early years of the kOln 
century primarily as a racu.ts of helping the n-sorer sect.ons of tne 
a'*rievUunsts to improve their economic conditions a no to ini them 
out of a state of stagnation. The fust legislation or. the subject in 
India was passed in 1904 and under this only the formation ol cr-odit 
cooperative societies was contemplated, r or many years t.nc<- .run 
the 1 cooperative movement in India, whatever it was, w; s nr-maruy 
ct/nconiod with credit activities. I he ncf-rl wos how eye , ic t 
orf-'au sing societies with functions otner than credit <uio, to 
facilitate‘th's the Act. 1912 was nassed. This provided legal sanction 
for organisation of different kinds of cooperative societies. With the 
introduction of provincial au'enemy. cooperat-on became a provincial 
subject and several provinces passed their own Acts in the 20s and 
30s of tIris sentury. But by and large one can say that uptil the dawn 
of independence the cooperative movement in India primarily con¬ 
cerned itself with credit activities. The lollowing statistics would 
show how the movement remained credit-oriented till 1945-46 : — 
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2. Although the British Government 
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nisation of agricultural credit socialies and provided the necessary 
legal frame-work for the growth of a cooperative movement, the 
general policy of the government was one of expecting the coopera¬ 
tive movement to grow on its own without any special assistance from 
the government. There wore no doubt some instances w gove'or v>nt 
providing loans to cooperative societies or standing guarantee in res¬ 
pect of debentures floated by cooperative banks, but general;v the 
position was that the government did not take financial responsibility 
for the movement. Maclagan Committee (1915) took note of the 
financial difficulties which threatened the cooperative movement in 
the country and brought them to the notice of the government. Tt 
was hoped that the government would carefully examine the qua stem 
and make satisfactory arrangements for meeting the financial needs 
of the movement. Subsequently the great depression of the 30s gave 
a tremendous set-back t-o cooperative activity. The Royal Commis¬ 
sion on Agriculture (1927) looked at the working of the cooperative 
societies in India and observed that 'if Cooperation fails, there wifi 
fail the last hope of rural India'. Some steps were taken ;n the 30s 
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at the initiative of the provincial governments for rehabilitation of 
the cooperative banking structure. The following table indicates the 
operations of primary credit institutions in 1946-47 : — 

(Rs. in lakhs) 


St. 

Provinces and States 

No. 

Member- 

Fresh 

Non- 

No 


of 

societies 

ship 

Advances 

credit 

activities 

sale 

of 

goods 

to 

members 

1 

2 

3 

4 

5 

6 

1. 

Madras .... 

11.357 

7,58,913 

347-16 

92 -49 

2. 

Bombay’ .... 

5,286 

2,65,941 

170-13 

328 -29 

3. 

We't Bengal . . . 

9.4S9 

2,12,219 

18-12 

0 16 

4. 

Bihar 

5,678 

1,39,876 

5-22 

, , 

5. 

Orissa .... 

2,715 

99,107 

13-91 

O-O 7 

6. 

United Provinces 

5,007 

1,16.362 

40-88 

1 -45 

7. 

Hast Punjab . 

8,421 

3,13,686 

85 -44 

14-94 

8. 

C P and Bcrar 

5,909 

79,480 

86-20 


9. 

As'atn ..... 

716 

18,180 

0-87 


10. Ajmer M.irwara 

564 

12,205 

1 -48 


11. 

Coorg. 

267 

25,752 

5 -83 


12. 

Delhi .... 

184 

4,255 

1 -29 


13. 

Mysore .... 

1,680 

85,908 

41 -70 

50-77 

14. 

Buroda ... 

926 

28.003 

16-12 

23 -63 

15. 

Hyderabad 

16,573 

6,19,147 

51 -44 


16. 

Bhopal .... 

273 

8,243 

0-52 


17. 

Madhya Pradesh 

4,806 

92,290 

31 -36 


18. 

Kashmir .... 

2,642 

48,872 

3 -52 


19. 

Travaneore ... 

1,133 

1,28,551 

7-94 

263 -52 

20. 

Cochin .... 

165 

18,309 

3-78 

22-83 


Total 

83,771 

31,75,389 

902 -91 

798-15 


’Includes Multipurpose societies 


3. Ihe cooperative movement occupied a rather insignificant place 
in the overall economy of the country till independence. Of course 
there were bright spots here and there. The movement was expected 
to find its RaifTeisens. In spite of the limited context of its work and 
operation, the movement did produce some dedicated people who built 
up very useful and admirable institutions. It cannot be denied that 
such societies were rather an exception than a rule. But the mere 
fact that the movement could attract the devoted services of these 
great pioneers showed that it had a vitality and idealism that could 
form the base for great activities. One of the reasons why we regard 
cooperation as a superior form of organisation is that while it can 
be as efficient as any other type of economic action, it has the added 
advantage of getting the people who work or are associated with 
it out of their own selfish shells and to make them work for a cause 
which is bigger than themselves. 
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4. Apart from the agricultural credit movement, in two other 
sectors of cooperative activity there was some progress towards the 
later years of the British rule in India. One was the consumer move¬ 
ment which flourished under conditions of wartime scarcity but began 
to languish as conditions returned to normal after the war. The initial 
constitution of these societies was unexceptionable. During the active 
period of their existence, their functioning was more or less satis¬ 
factory. It is only after controls were lifted and they found them¬ 
selves unable to hold their own against the clever merchants that 
their working received a set-back and non-cooperative practices like 
farming out shop premises to private parties etc. crept into them. 
The other sector in which there was some activity was urban banking. 
A large number of urban banks came into existence because there was 
a felt need for them. Generally speaking, they have been operating 
without dependence upon governmental agencies for financial re¬ 
sources. Following the ideals of self-help and mutual assistance they 
have made steady progress. 

5. Cooperative Transport Societies were also organised in some 
parts of the country before independence because they were given 
preference in the matter of route permits. These were mostly socie¬ 
ties of vehicle owners and not of workers engaged in their operations. 
From the cooperative point of view one could notice defects in their 
constitution. There were hardly any labour societies or housing socie¬ 
ties before independence In the industrial sector, weavers’ societies 
came into existence. Some of them were one-man shows, that man 
being the master weaver. This in brief was the state of the movement 
before independence. 

6. With the introduction of the first five-year plan in 1950-51, the 
attention of the states came to be focussed on Cooperation as a suita¬ 
ble organisation for undertaking programme of economic develop¬ 
ment in several fields. An important step was taken when at the 
initiative of the Reserve Bank of India the Rural Credit Survey was 
undertaken and a number of recommendations were made in its re¬ 
port to strengthen the cooperative movement and bring the state into 
the movement in a big way to assist it. 

7. The progress of cooperative activity in India during the last 15 
years has been considerable. The greatest progress achieved has been 
in the sector of agricultural credit where the share of cooperative cre¬ 
dit out of the total credit obtained by rural families increased from 
3 per cent in 1950-51 to 17 per cent in 1961-62. So far as the agricul¬ 
tural families are concerned the share of cooperative credit out of the 
total credit obtained by such families in 1961-62 was 25 per cent. More 
than 50 per cent of the resources which flowed into the cooperative 
credit channel were provided by the cooperatives themselves out of 
their share capital, deposits and reserves. In the sphere of cooperative 
marketing, progress made has also been considerable. During the 
period a net-work of cooperative marketing societies has been set up 
covering most of market centres in the country and the value of agri¬ 
cultural produce marketed by cooperatives increased Rs. 47 crores in 
1950-51 to Rs. 225 crores in “1963-64. Alongwith the development of 
cooperative credit and marketing, there has been a clear realisation 
of the advantages of cooperative processing of agricultural produce. 
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Substantial progress has a'ready been made in cotton ginning and 
pressing, oil-milling and a good beginning has recently been made 
in rice-milling also. The most outstanding example of successful 
processing activity is. however, the cooperative sugar industry. 
Beginning with almost nil in 1950, the co-operative sector was respon¬ 
sible ;»■>•• about a uea kw ol the total production of sugar m the last 
pif.duetoin season. They are working efficiently and the highest 
extraction ot sugar has been achieved in some of the cooperative 
sugar ’.belories. 

!>. The- cooperative movement in the past 15 years has diversified 
itseii ,n ' arious directions, and a large number of indu trial coopera¬ 
tives including weavers’ cooperatives, fishery cooperative j, mil.: co- 
opc.'mive.c farming cooperatives, labour cooperatives, transport co¬ 
operatives and housing cooperatives have come into existence. As 
a result of the centrally sponsored scheme of consumer stores in urban 
areas introduced three years ago, a large number of wholesale and 
primstores have come into being in the urban centres and the 
monthly business turn-over of these stores has come to a level ol 
-about Rs. y crores to Rs. 10 crores. 

9. With the diversification of the cooperative movement there has 
occurred a growth of cooperative federal organisations and a gradual 
taking over of responsibilities by these federal organisations so far 
as promotional and supervisory functions are concerned. This has 
been as we shall have occasion to discuss in greater length later, a 
necessary and welcome development in the direction of the movement 
attaining a greater degree of self-reliance and self-regulation. 

10. All this is not to say that the progress of the movement has 
been uniform all over the country. In fact, several states are lagging 
behind the all-India average in their performance. The growth has 
been uneven even among the several sectors of the movement. In 
the credit sector, with the building uo of a country-wide structure, 
the movement has now been faced with serious problems of shortage 
of resources as well as deficiencies in administration and supervision 
of lending programmes. The need for a greater tie up between the 
cooperative programmes and agricultural programmes has been felt. 
A largo number of societies have become dormant due to various 
reasons. In the industrial sector, the problem of dormancy has as¬ 
sumed serious proportions. Nearly 20 per cent of primary credit 
societies and 30 per cent of Khadi &- Village Industries Societies were 
dormant during 1903-64. The credit structure has a long way to go 
before it can provide to every cultivator the credit required for culti¬ 
vation with all the inputs which agricultural experts prescribe. The 
proere-s n marketing and processing can only be considered a bare 
beginning. Hardly 10 per cent of the surplus agricultural produce 
is handle! bv the marketing cooperatives at present. In processing, 
except >n sugar industry, cooperatives have not made any significant 
impact so far. All these deficiencies coll for concerted action by the 
cooperatives themselves as well as by the central and state govern¬ 
ments towards their rectification. 

11. In view of such tremendous growth and diversification of the 
movement in the last 15 years with increased assistance provided by 
government for the purpose and the large number of societies of 
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different types which have been organised and registered in accord¬ 
ance with plan targets, necessarily the danger of misutilisation 
or misuse of governmental assistance or other facilities provided by 
governmental agencies has also increased. The need for devising 
safeguards to ensure that public money and public aid are not taken 
advantage of by unscrupulous individuals has, therefore, to be recog¬ 
nised. By taking a broad view of the cooperative movement and 
the unmistakable steps which the movement has taken in expanding 
its activities and reaching out to a larger membership, we have no 
doubt that the movement, as a whole, is progressing in the right dir¬ 
ection, individual lapses here and there notwithstanding. It would be 
wrong to magnify a few instances of malpractices or improper indivi¬ 
dual gain out of all proportions and come to a sweeping conclusion 
that the cooperative movement is replete with non-genuine societies. 
We feel it necessary to state this opinion clearly because we have no¬ 
ticed that the very appointment of our Committee has been construed 
in certain quarters as an admission that the movement has been 
deteriorating into a close preserve of a few individuals for serving 
their own narrow interests. Our study has brought us to the conclu¬ 
sion that nothing could be farther from the truth. 

12. We have given a brief resume of the growth of the cooperative 
movement in the last 60 years to provide a background to the study 
of tiie specific issues which have been referred to us because we felt 
that without an understanding of the broad trend of development 
which the cooperative movement has followed in these years, it is 
not possible to consider issues such as the factors responsible for the 
growth of the non-genuine societies or the measures for preventing 
the growth of vested interests in a true perspective. While we have 
tried, on the basis of our field visits and discussions with eminent 
cooperators, public men and administrators in various Stales, to 
study those aspects of the working of the cooperative societies which 
relates to deviation from cooperative principles, and have tried to 
suggest some practical remedies, one should not get awav with the 
ide e, that the movement as a whole is suffering from a serious malady 
and need? some drastic treatment. It has to its credit a vast net¬ 
work of societies with millions of sincere members which, can be 
energised into a tremendously vibrant force once the necessary finan¬ 
cial. administrative and supervisory “in-put” are assured. We have 
no hesitation in recording our view that tiro movement as a whole 
is sound and has been throwing up good leadership in various sectors 
and it has been making itself serviceable to an ever-increasing num¬ 
ber of members. The shortcomings and defects that are observed 
in the movement are more air outcome of a deliberately accelerated 
of expansion rather than inherent and inevitable weaknesses. 
There could be checked successfully with vigilant administration and 
supervision at official as well as non-official levels. The remedies and 
safeguards we propose in the following chapters of our report are 
really meant for exceptional cases and not for the general run of 
societies. 



CHAPTER II 

COOPERATIVE PRINCIPLES 

1 The first of the terms of reference given to us calls upon us 
to lay down standards by which the genuineness of cooperative socie¬ 
ties of various types may be judged and to suggest measures for 
weeding out non-genuine societies and preventing the registration 
of such societies. In attempting to lay down standards by which to 
test the genuineness of cooperative societies, the question which 
comes uppermost to our mind is—what are the basic principles of 
cooperation which must guide the constitution and working of a 
cooperative society ? 

2 Cooperative Law, as it exists today in India, does not define 
the principles of cooperation. As far as we are aware they are not 
defined in any law in any country of the world. The International 
Cooperative Alliance had constituted a Committee in 1937 to 
examine the applicability, in the light of the conditions existing at 
that time of the following seven principles which had been laid 
down by the Rochdale Pioneers viz. Open Membership, Democratic 
Control, Distribution of Surplus to Members in proportion to their 
transactions. Limited interest on capital. Political and Religious 
Neutrality, Cash Trading, Promotion of Education. The Committee, 
after careful consideration recommended that the first four princi¬ 
ples enumerated above should be regarded as basic to the coopera¬ 
tive movement and the other three should be regarded as desirable. 
In October 1963. the International Cooperative Alliance set up an¬ 
other Committee for reformulation of the fundamental principles of 
the cooperative movement. The report of this Committee is awaited. 

3. The Indian Cooperative Union which attempted to state the 
cooperative principles in the context of the need for a progressive 
law for promoting and guiding the cooperative movement in India 
has expressed the basic philosophy of the movemenet in the following 
words :— 

“Our public policies and plans have repeatedly emphasised that 
cooperation is the best method for translating into social reality the 
ideals enshrined in our Constitution and implied in the socialist 
pattern of society which we are out to build. Cooperative ideology 
brings into harmony the best elements of liberalism as well as socia¬ 
lism—the two powerful modern philosophies which have not un- 
often warred with each other to mutual ruination. It ensures a more 
or less complete socialisation of economic functions without tamper¬ 
ing with individual freedom and initiative or destroying those in¬ 
centives which are essential for enterprise. It takes economic and 
social democracy to every door-step without entailing any centralisa¬ 
tion of resources, nower' and direction wdiich. in the opinion of cer¬ 
tain socialists, is an inevitable concomitant of social justice in the 
midst cf an industrial civilisation. And, what is most valuable, it 



trains and builds up masses of self reliant, freedom loving, law abid¬ 
ing conscientious and courageous citizens who alone can sustain any 
sane social system.” We are in complete agreement with these 
ideas. 

4. Against this background of the broad objectives of the co¬ 
operative movement, we may examine the four basis principles of 
cooperation which have been emphasised by the Committee of the 
International Cooperative Alliance in 1937, in order to assess their 
applicability to the cooperative movement in the conditions existing 
in India today. We may first take the principle of Open Member¬ 
ship. This principle is vital to the cooperative character of a society. 
A true cooperative society offers a common ground on which people 
with homogeneous interests can unite for mutual benefit. A society 
must keep its door open for the admission of all persons who desire 
to join it provided that they have common economic interests. From 
this arises the need for providing for an appeal against a refusal to 
admit an eligible person as a member of a society—this right of 
appeal is an essential legal sanction for enforcement of the principle 
of Open Membership. We wish, however, to make it clear that 
Open Membership does not mean that anybody can demand as of 
right, admission to any cooperative society; it only means that a 
society formed with certain definite objects shall keep its door open 
for all people who share those objects. By way of illustration, we 
may take two types of societies viz. the resource society and pro¬ 
ducer society. A resource society is a society the object of which is 
to obtain for its members on credit, goods or services required by 
them. Admission to the membership of such a society must be open 
to all those persons living within its area of operation who wish to 
obtain credit or goods or services provided by the society. There can 
be exception to this general rule for people whose professional in¬ 
terests are opposed to those of the society, as for example a money¬ 
lender living within the area of the society. We do not think that 
a money-lender can demand as of right, admission to the member¬ 
ship of a resource society by invoking the principle of open member¬ 
ship. In a resource society, that is a society the object of which is 
the production and disposal of goods or the collective disposal of the 
labour of its members, limitations on the operation of the open 
membership would arise out of considerations of viability or opti¬ 
mum size of a society. Under the planned programme of coopera¬ 
tive development in various sectors, various types of societies are 
being sponsored with financial and other assistance from govern¬ 
ment. The producer socities which arc formed either in response 
to governmental programmes or otherwise should pay proper atten¬ 
tion to viability; this imposes a restriction on the size of the member¬ 
ship and refusal to admit additional members beyond the optimum 
limit, unless such refusal is proved to be mala fide cannot be consi¬ 
dered a breach of the principle of open membership. 

5. The next important principle is that of democratic control. 
Tins means that every member has only one vote irrespective of the 
amount invested by him in the share capital of the society, and the 
affairs of the society are managed by a committee elected by the 
members of the society. The supreme authority of the society is 
vested in the general body of members and all matters of policy. 
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pregramme, management, investment of funds and distribution of 
profits are subject to the approval of the general body, the day- 
to-dav management and the affairs of the society is entrusted to the 
elected committee, subject to the overall policy directives of the 
general body. By the operation of the principle of democratic con¬ 
trol a coooerative society thus functions as a self-governing institu¬ 
tion. It can thus be a school for educating the people in the funda¬ 
mentals of political democracy. 

6. The principle of patronage refund underlines the important 
fact that a cooperative society is a voluntary union of its members 
and it exists to serve its members. The loyalty of the society must 
be to its members and the loyalty of the members also must be to 
the society. Therefore, when members purchase, for example, con¬ 
sumer goods from the society, they are eniitled to a patronage refund 
based on the surplus earned by the society. Similarly when the 
members bring their produce to a marketing society for sale, and a 
society earns a surplus cut of the total transaction, the members are 
entitled to a share of the surplus by way of patronage refund. The 
profit motive is eliminated either from the society or from the mem¬ 
bers and the whole thing assumes the character of voluntary part¬ 
nership between it members and the society, based on an under¬ 
standing that surpluses will be shared. In a way, this also implies 
that losses, if any. will also be shared though it is not necessary 
that the sharing of the losses must follow immediately over a short 
period. If the society can over a longer period make up the losses, 
the need for sharing the losses with the members does not arise; 
but if events take a bad turn, the responsibility of the members for 
th-» t!nel liabilities of the society is recogni'ed by law and exists as a 
fach whether the type of liability is limited o'* unlimited making no 
difference to the principle itself. 

7. The principle of limited interest on capital demonstrates a 
bus:.- element of cooperative ideology viz. that the cooperative 
movement seeks to neutralise the disparities caused by ownership 
of c: : ilal and seeks to eliminate the profit motive as the most irnpcl- 
h-w motive m econotme a Hairs The return on capital is keot at a 
pro "-r bed level, so Uni ait su.r luses remain with the society and 
cm . e clisd riba ted in the manner approved bv the general body of 
the society. It helps to promote economic equality, and makes the 
operation of principle of patronage refund possible, because without 
a kn it on the return on capital, the society would go the same way 
as a company, distributing its profits to the srnu'c-holders so that 
the man with, the largest share holding, would get the largest share 
of the profits and there will be no relation between the service 
rendered and the surplus earned. The Cooperative Law in most 
states in India prescribes a ceiling on the rate of dividend on share 
capital. 

8. While the four principles mentioned in the foregoing para¬ 
graphs continue to be basic to the cooperative movement, and have 
been more or less embodied in the cooperative law prevailing in 
India today, it cannot bo said that they exhaust the list of funda¬ 
mental prineiDles for cooperation. We wish to emphasise the follow¬ 
ing as essential for a sound growth of the cooperative movement:— 
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(a) The principle of mutual aid is very important for the 
cooperative movement. In the words of the Indian C 
operative Union, mutual aid is the core of personal rela¬ 
tionship amongst the members. Its motto is, each for a 
and all for each. 

(b) The principle of thrift is also equally important because 
it is the first step in self help. It is particularly important 
for resource societies. Unless all the members understand 
the importance of thrift, they cannot build up the resour¬ 
ces of their society nor can they insure themselves against 
evil days to the maximum extent of their capacity. 


(c) Promotion of education which the International Coopera¬ 
tive Alliance considered a desirable principle, seems to us 
to be a necessary principle under the present conditions. 
The strength of the cooperative movement depends on the 
existence of a vast and enlightened membership and with¬ 
out promotion of education, enlightened membership does 
not become a reality. In fact, without promotion of edu¬ 
cation. the general body of members which is the sup¬ 
reme authority for a society cannot be a vital force, and 
self-government in cooperative institutions cases to be a 
reality. It is, therefore, essential that promotion of edu¬ 
cation should be regarded as a basic principle of the co¬ 
operative movement and every society must contribute 
to promotion of education not only financially but also 
by undertaking an active programme such as dissemina¬ 
tion of ideas of cooperation as well as general literacy in 
the country-side. 

9. In the light of the cooperative principles mentioned above, we 
may say that the cooperative movement should be a live instrument 
for promoting political as well as economic democracy, and raising 
the social, economic and moral condition of the people, particularly 
the lower strata of the population. The cooperative movement offers 
an organisation most suitable to protect the small man from exploi¬ 
tation by the powerful and the rich and it is thus an instrument for 
promoting social justice. This should be clearly recognised in the 
context of the policy of the state in India, to bring about a socialistic 
pattern of society, where every man is to be assured of opportu¬ 
nities for the fulfilment of his moral and physical needs. We are 
glad to find that in the recent Rajasthan Cooperative Societies Act 
1965, it is laid down that before registration of a society the register¬ 
ing authority must satisfy itself among others that th e aims of the 
proposed society are not inconsistent with the principles of social 
justice, cooperation and public morality and that they facilitate the 
establishment of a socialistic pattern of society. We recommend 
that a similar legislative pronouncement may be incorporated in the 
Cooperative Act of other states also. 


10. Though the principles of cooperation as such are not defined 
in any of the cooperative law in India, we have stated earlier that 
the principles of democratic control and limited interest on capital, 
do generally find recognition in the various provisions obtaining in 
21 CD&C/70 
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the Cooperative Acts. The principle of open membership also finds 
recognition in the recent legislations which have been passed over 
the last few years. Provision for appeal against refusal to admit a 
member is also made in several state Acts. We recommend that 
provision for this purpose should be made in every State, and the 
power to decide appeals should be vested in a representative com¬ 
mittee at the State/District level. We shall deal with it in greater 
length in a subsequent chapter. As regards patronage refund, this 
also finds recognition in some form or the other, in several Coopera¬ 
tive Acts. For example, the Rajasthan Act 1965, provides for pay¬ 
ment of bonus to members on the amount or volume of business 
done by them with the society, as one of the methods of disposal 
of net profits. The report of the Committee on Cooperative Law had 
recommended such a provision. As regards the principles of self- 
help and thriftr these principles are usually recognised in the bye¬ 
laws of credit societies. A suitable provision in the cooperative law 
itself declaring these to be desirable objectives for the cooperative 
movement, will be a step in the right direction. As regards pro¬ 
motion of education, of late this has been receiving recognition. In 
fact, it was in recognition of this that the Committee on Cooperative 
Law had recommended that every society should, out of its net 
profits, contribute to a cooperative education fund. Provision on 
this line has been made in some of the recent Cooperative Acts, as 
for example Maharashtra Act 1960, Gujarat Act of 1961 and the 
Rajasthan Act of 19(?5. In view of this position, the question as to 
whether the principles of cooperation need be defined in the law 
relating to Cooperation becomes merely academic and we feel that 
it had better be left to usage and convention rather than to the skill 
of the legal draftsman. 


11. Even though the principles of cooperation are not defined in 
the cooperative law, the law generally lays down certain conditions 
to be fulfilled before a society can be registered. The Model Co¬ 
operative Societies Bill recommended by the Committee on Co¬ 
operative Law provides in Section 4 that a cooperative society which 
has as its objects the promotion of the economic interests of its 
members in accordance with cooperative principles or a cooperative 
society established with the object of facilitating the operation of 
such a society may be registered under this Act. It also lavs down 
in Clause 7 that before registering a society the Registrar should 
satisfy himself that (a) the application complies with the Act and 
the Rules; (b) the objects of the proposed society are in accordance 
with Section 4, (c) the aims of the proposed society are not incon¬ 
sistent with the principles of social justice; (d) the proposed bye¬ 
laws are not contrary to the provisions of this Act and the Rules; 
and (e) the proposed society complies with the requirements of 
sound business and has reasonable chances of success. Provisions, 
more or less, on these line have been made in the Cooperative Acts 
passed by different States since the circulation of the Model Bill. 
As we have noted earlier, in the latest Act of Rajasthan, which is the 
latest cooperative legislation in India today, there is a distinct re¬ 
ference to social justice, and public morality, and the aims of the 
society must facilitate the establishment of a socialistic pattern of 
soc'etv. 
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12. In pursuance of these basic requirements laid down by the 
law Registrars of Cooperative Societies in different States have 
prescribed detailed conditions for different categories of societies to 
be fulfilled before registration. These are mostly m the way ot 
prescribing a minimum number of members and a minimum collec¬ 
tion of share capital before registration, depending on the nature of 
a society. Thus, for instance, the Registrar of Rajasthan has pres¬ 
cribed a minimum of 75 members before a service cooperative society 
is registered, and a minimum of 50 members for a forest cooperative 
society. The Registrar of Punjab has laid down a minimum of 40 
members for a credit/service society, 12 members for a farming 
society (with some other conditions restricting the number of 
absentee landlords and non-worker members), 50 members for a 
labour cooperative society and 100 members for cinema cooperative 
society. The Registrar of Gujarat has prescribed a minimum of 50 
members for a service cooperative society. The Registrar of Orissa 
has prescribed a minimum of 50 members for a handloom weavers 
society. The Registrar of Madhya Pradesh has fixed a minimum of 
11 persons with 12 acres under vegetables or 50 acres under cotton 
and paddy or 75 acres under wheat, or 110 acres of government 
waste land for the registration of a farming society (with some res¬ 
trictions regarding absentee owners, non-workers and members of 
same family). It is not necessary to go into the details of various 
conditions imposed in different states. In the light of the observa¬ 
tions we have made regarding the optimum size of producer socie¬ 
ties and the general principles of cooperation which we have discuss¬ 
ed in the foregoing paragraphs, we suggest that in each state certain 
minimum standards in terms of membership and share capital, and 
where possible, in terms of minimum resources in the form of 
lands or other factors of production may be laid down after careful 
consideration of local conditions, the type of work to be done by a 
society, the general socio-economic development of the locality in 
which the society will function and all other relevant factors. We 
do not wish to suggest any general All India pattern, because no 
uniform pattern can be feasible. There must be a careful scrutiny 
before a society is registered to ensure that the prospective members 
do understand the objectives of the society and share a common 
desire to organise a society for the fulfilment of those objectives. 
In other words, there must be a felt need which will provide the 
urge to organise a society. Where a felt need does not exist, attempt 
may be made to create the feeling and such an attempt can be made 
only by a federal cooperative body, assisted by the cooperative 
department. As far as practicable, we would also recommend some 
effort towards pre-education of the prospective members. This is a 
point to which we shall turn later in our report when we deal with 
Education in Cooperation. It is necessary to insist on some assess¬ 
ment as to the existence of a felt need and some minimum under¬ 
standing among the prospective members of the objectives of the 
society, as otherwise, a society organised in a hurry may either re¬ 
main dormant or may pass into the hands of a few self-seeking indi¬ 
viduals. We do not think that the cooperative movement will gain 
by a multiplication of the number of societies over a short period of 
time unless such multiplication is accompanied by a growth in 
understanding and a snread of cooperative ideas. Quality is much 
more important than quantity. The federal bodies and particularly 
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the State Cooperative Unions and the National Cooperative Unions 
have an important part to play in this regard. 

13. While scrutiny at the time of registration is essential, watch¬ 
ful eyes, both of the Cooperative Department as well as of the 
federal bodies, are equally essential in the initial years of the growth 
of a society. If a society remains dormant after it is registered for 
a certain period or if a society has ceased to function or if it has 
ceased to follow the cooperative principles in its functioning, the 
registering authority must have the powers to cancel the registra¬ 
tion. This is usually provided in several Cooperative Acts by 
authorising the Registrar to cancel the registration of a society under 
certain stipulated conditions. We recommend that such a provision 
should be incorporated in the cooperative law of every state but 
there should be a proviso that in exercising this power the Registrar 
must consult the opinion of the concerned federal body. 



CHAPTER HI 


CRITERIA OF GENUINENESS 

The following statement shows the number of cooperative socie¬ 
ties of different categories which existed in India by the end of the 
cooperative year 1962-63 : 

Distribution of Cooperatives by Sectors ( 1962 - 63 ) 


Sector 

No. 

of 

socs. 

(thousands) 

Member¬ 

ship 

of 

primary 

socs. 

(lakhs) 

Share 
capital 
(Rs. in 
cores) 

Working 
capital 
(Rs. in 
crores) 

1. Agricultural Credit . . 

221 

241 

172 

1,200 

2. Other agricultural cooperatives 
(including marketing and pro- 

cessing) .... 

46 

66 

47 

198 

3. Non-agricultural credit 

13 

55 

42 

185 

4. Weavers and other industrial 

cooperatives .... 

35 

24 

17 

69 

5. Others .... ■■■f 

31 

30 

24 

117 

Total 

£ 

OS 

1 

416 

302 

1,769 


The credit cooperative societies constitute, by far, the largest 
single group of societies, and account for nearly 65 per cent of the 
total number of societies in India. In the context of the national 
drive for increasing agricultural production and the consequent need 
for making available to the farmers adequate credit in cash and 
kind, in order that the requisite inputs can be assured for cultivation 
of land, the primary credit cooperative societies have a crucial role 
to play. The old concept of a credit society advancing only loans in 
cash, has now given place to the concept of a service cooperative 
society which is expected to provide not only cash loans but also 
the necessary supplies like seeds, fertilisers and insecticides, so that 
the farmer is not handicapped in his effort to switch over to modern 
methods of cultivation. In terms of these functions required to be 
discharged by service cooperatives, we may consider the application 
of the principles of Cooperation referred to in Chapter II. and the 
social purpose which cooperatives should try to serve. First, we 
may consider the principle of open membership. By its very nature, 
a credit/service cooperative is meant to provide credit and services 
to the farmers and, therefore, all farmers, within the jurisdiction 
of a society, must be eligible to become members unless, of course, 
any of them suffers from anv specific legal disability. This, however, 
has several implications. There are big as well as small farmers 
within the jurisdiction of any credit society. Should all of them, 
big as well as small, be admitted as members ? If so. how can we 
reconcile this with the principle that Cooperation is a form of orga¬ 
nisation primarily for the weaker sections of the community ? The 

13 
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resources of a credit society being limited, how do we ensure that 
when there are big as well as small farmers within a society, the 
big farmers will not take the lion’s share of the resources of the 
society in the shape of loans and services ? This, indeed, has been 
the practical problem faced by credit cooperatives all over the 
country in the past few years during which a conscious effort has 
been made under the second and third five year plans to enlarge the 
membership of credit societies. A practical way of trying to pre¬ 
vent the bigger farmers from getting away with the lion’s share of 
the resources of the society has been found in the system of fixing 
individual maximum borrowing limit according to which no member 
can take a loan beyond the ceiling fixed. This, however, cannot be 
said to have solved the problem and many people have expressed 
the view before us that loans have gone mostly to the better-off 
sections of the cultivating community and the poorer sections have 
been ignored. An incentive in the shape of outright grants has been 
given in the last few years on the basis of the recommendation made 
by the Expert Committee on Cooperative Credit to induce the co¬ 
operative societies to advance loans more and more to the marginal 
and sub-marginal cultivators. This has produced some good results, 
but the credit cooperatives have still a long way to go before they 
will be in a position to meet the credit requirements of all farmers 
based on production programmes. This raises the question of ade¬ 
quacy of resources in the cooperative credit structure to which we 
shall address ourselves at a later stage of this report. Reverting to 
our earlier question as to whether big as well as small cultivators 
should be eligible on equal terms to be members of primary credit 
cooperatives, we are of the opinion that they should. At the same 
time we recommend that a portion of the resources of each credit 
society should be earmarked for the members belonging to the 
weaker sections of the_ community and a common national approach 
to the definition of weaker sections should be evolved. We should 
however add a word of caution, that money-lenders should be deem¬ 
ed ineligible to be members of credit societies. In those States where 
money-lending as a business by private persons is not controlled or 
regulated by law, suitable legislation should be enacted. 

2. We would, therefore, hold the view that an agricultural credit 
cooperative should cater to the needs of cultivators within its area 
of operation; its area of operation should not be too large; admission 
of non-cultivating members also should be permissible because a 
service cooperative not merely provides credit for cultivation but 
also caters to other needs including the consumer needs of the 
village population; the practice of fixing individual maximum bor¬ 
rowing limit should be continued, the actual level at which the limit 
shall be fixed being determined from time to time with reference to 
the availability of resources; loans should given on the basis of crops 
to be raised; the society must have an elected committee of manage¬ 
ment, and the general body of its members must meet as frequently 
as possible and at least once in a year in order that sense of mutual 
cohesion and participation can be promoted. A credit society which 
conforms to these characteristics, can definitely be said to be a 
genuine credit society. On the other hand, a society which lacks 
any one of these characteristics falls short of genuineness to that 
extent. 
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3. One of the disturbing features in the cooperative credit move¬ 
ment in India at the primary level is that quite a large number of 
primary credit societies are dormant; in the cooperative year ending 
June. 1963, there were as many as 36,824 dormant societies out of a 
total number of 2.21 lakh primary credit societies in the country. 
The dormant societies are societies only on the registration books of 
the cooperative department. For the purpose of the cooperative 
movement, they do not exist, and the areas under their jurisdiction 
do not have cooperative credit service. The state of dormancy in 
such a large number of cooperative credit society may be considered 
to be the negative aspect of the problem of non-genuineness in co¬ 
operative movement. A genuine cooperative movement must be a 
vital one; it must be capable of rendering service to its members 
and it must grow to larger dimensions in terms of volume of busi¬ 
ness and quality of service. The fact that, in a country where far¬ 
mers need in an increasing measure loans in cash and kind for 
making larger inputs for agricultural production and thereby obtain¬ 
ing better income from the soil, as many as 20 per cent of the pri¬ 
mary credit societies have fallen dormant, does indeed point to 
serious deficiencies in the cooperative movement as well as in the 
functioning of the State vis-a-vis the cooperative movement. It is 
no doubt true that the dormant societies are concentrated in a few 
States and not spread evenly over the whole of the country. The 
states which have a relatively large number of dormant societies are 
Assam. Orissa, West Bengal, Bihar and Rajasthan. The reasons 
which contributed to dormancy may have arisen from excessive 
official interference, haphazard planning and inadequacy of reasour- 
ces. The low level of agricultural production in some of these areas 
may also have been a contributory factor. Local factions based on 
village politics or considerations of caste and community may also 
have played a part in bringing about this unhealthy state of affairs. A 
programme of revitalisation of village credit societies has been in 
operation since the second five year plan period. But obviously in 
terms of reduction in the total number of dormant societies in the 
country, this programme has not produced a visible impact. Even 
though the dormant societies are not to be classed in the same cate¬ 
gory as non-genuine societies, we have no doubt that a genuine self- 
reliant cooperative movement cannot grow until and unless this 
extensive problem of dormancy affecting the vitalitv of the primary 
credit structure is satisfactorily tackled. We shall have occasion 
to turn to this problem again when we consider the problem of self- 
reliance in its broader aspect for the cooperative movement as a 
whole. 

4. The earlier cooperative legislation in India encouraged socie¬ 
ties formed with members drawn exclusively from the same tribe 
class, caste or occupation (Section 6 of the Act of 1912). Subsequent 
legislations, after Cooperation became a provincial subject, altered 
this position. After promulgation of the present Constitution it is 
inconsistent with the spirit of the Constitution to have societies 
formed on caste, community or religious basis. This indeed would 
go against the principle of open membership. The criteria limiting 
the size of a cooperative society in termp of territorial jurisdiction 
as well as size of membership are now to be looked for in considera¬ 
tions of economic viability. From this point of view, the optimum 
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criteria recommended by the Expert Committee on Cooperative 
Credit deserve to be implemented with the utmost promptness. These 
criteria have been spelt out in some detail in the resolution of the 
Conference of State Ministers of Cooperation held in June, 1964 at 
Hyderabad. We are of the view that speedy action by the State 
Departments of Cooperation as well as by the cooperative structure 
itself for clearing the ground of all societies which have no potential 
for viability, is the basic requirement for the emergence of a stable 
and self-reliant credit structure at the primary level. Unless this is 
achieved, large areas of the country will continue to be deprived of 
the benefits of cooperative credit. While action on this line should 
be pursued, it should also be ensured that future plan targets are 
realistic and have some relation to financial resources and adminis¬ 
trative preparedness. 

5. We may now turn to agricultural marketing societies. These 
societies, as the name implies, are societies for marketing of agricul¬ 
tural produce. It is not, however, enough to go by the dictionary 
definition of marketing. A society consisting of a group of people 
simply for the purpose of selling commodities produced by others 
cannot in our view be called a cooperative marketing society A 
cooperative marketing society must be a society of agricultural pro¬ 
ducers joining together with the object of selling their own produce; 
in other words, members must be agricultural producers and the 
commodity they primarily deal with must be agricultural produce 
of the area covered by the jurisdiction of the society. According to 
this conception, a society of traders whose object is to sell other 
people s produce is not a genuine cooperative marketing society 
Whether such a society of traders should be registered as a coopera¬ 
tive society at all is a different question, but it is certainly not a 
genuine cooperative marketing society. 

6. In this connection, our attention has been drawn to the defini¬ 
tion of agricultural marketing society as given in the Maharashtra 
Cooperative Societies Act, 1960. Section 2 of the Act lays down that 
agricultural marketing society means a society (a) the object of 
which is the marketing of agricultural produce and the supply of 
implements and other requisites for agricultural production and (b) 
not less than three-fourth of the members of which are agricultu¬ 
rists, or societies formed by agriculturists. This definition enables 
2o per cent of the members of an agricultural marketing society to 
be persons other than agriculturists. This leaves a loophole through 
which non-agriculturists whose interests are different from those 
of agriculturists are enabled to become members of an agricultural 
marketing society and to have a share in the management of such a 
society. Even though under the bye-laws in vogue in Maharashtra 
precaution is taken to ensure that non-agriculturists members aTe 
kept within a small percentage of the total membership, we feel that 
the legal definition itself should be such as not to provide any loop¬ 
hole for improper persons to join the society. An agricultural 
marketing society must consist of agriculturists and its committee of 
management must be composed of representatives of agriculturists. 
Its function must be to assist the agriculturist members to sell their 
produce at the best possible price subject to legal restrictions regard¬ 
ing maximum prices if any. It should deal directly with its members 
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without allowing any middleman to come in TMs does of 

course preclude appointment of commissioned agents for rendering 
specific services for a consideration to the entire society. During our 
tourin me ISte. we had occasion to visit a cooperative marketog 
in Xch more than 50 per cent of the produce handled by the 
society was supplied to it by members who were themselves tiadeis 
r^toTand who collected the raw produce from ertherMember 
agriculturists or non-member agriculturists. Such a practice is 
harmful in several ways. On the one hand such an arrangement 
deprives the agriculturist-members of the full value ^hich they 
would otherwise have got for their produce sold through the society. 
On the other hand, non-member agriculturists are discouraged from 
joining as members and some visited interest is likely to be credited 
in the committee of management which will be reluctant to enlarge 
the society's membership. Non-agriculturists who will have dealings 
with a marketing society can of course become associate or nominal 
members without right of participation in the management. 


7. We are happy to make that this aspect has already attracted 
the attention of the Government of India in the Ministry of Com¬ 
munity Development and Cooperation and they have advised the 
State Governments to take precaution against the infiltration of 
traders into the Committees of management of cooperative market¬ 
ing societies. It was pointed out that in certain cases some indivi¬ 
duals were producers-cum-traders and consequtntly eligible to be 
members of village credit societies as well as marketing societies. It 
was advised that specific provision should be made in the bye-laws 
to make such persons ineligible to be elected to the Committee of 
management of a primary marketing society either as individual 
members or as representatives of an affiliated credit society. We 
would go further and recommend that producers-cum-traders should 
not be allowed to become full members, they may become associate 
or nominal members without right of vote or participation in 
management as their occupational interests will conflict with those 
of a marketing society, the composition of which should fully reflect 
its basic character as an instrument of assisting the agricultural 
producers to get the best possible price for their produce. 


8. Agricultural marketing societies in various parts of India 
adopt different practices and procedures for selling the produce of 
their members. Some societies purchase outright from their mem¬ 
bers and then dispose of the stocks in the market as best they can. 
Some other societies collect the produce from the members more or 
less as deposits, arrange for their grading and pooling and then dis¬ 
pose of the stocks in the market and distribute the sale proceeds to 
their member depositors who have to share the profit or the loss, as 
the case may be. Some other societies function only as commis¬ 
sioned agents for establishing contact between the producers and 
the wholesale merchants and take commission for the service ren¬ 
dered. All these practices have oeen in existence for several years. 
An expert committee haded by Prof. M. Danivvala is going into this 
as welt ns other allied matters concerning cooperative marketing of 
agricultural produce. We do not, therefore, consider it necessary 
for us to examine these various practices from the point of view of 
their possible bearing on the observance of cooperative principles 
?—Licn&c/io 



by agricultural marketing societies. We would, however, reiterate 
that an agricultural marketing society must consist exclusively of 
agriculturists who do not trade in agricultural produce. 

9. We now turn to agricultural processing societies. The defini¬ 
tion given in the Maharashtra Cooperative Societies Act, 1960 is that 
a processing society means a society the object of which is the pro¬ 
cessing of goods. Processing societies, however, can be of two types. 
One type of society may consist of producers of raw material, who 
form an association for processing the raw material so that they may 
sell the processed commodity and thereby get the best return for 
their produce. Another type of society may consist of people who 
are not the producers of raw materials but who join together as 
workers for processing the raw’ material purchased from the pro¬ 
ducers. The first type of processing society is the proper example 
of an agricultural processing society where a link is established 
from production of raw material up to its disposal in a processed 
form. The second type of society can more appropriately be called 
an industrial society where the processing is undertaken not for the 
benefit of producers of raw material but for that of workers or con¬ 
sumers. It is necessary to keep this distinction in mind. An exam¬ 
ple is to be found in cooperative spinning mills. There are spinning 
mills of cotton producers and there are spinning mills of weavers. 
Both are genuine types of cooperative but nevertheless there is a 
real distinction between the two. Another example can be found 
in cooperative rice mills. There can be a rice mill set up by pro¬ 
ducers of paddy that is by an agricultural marketing and/or proces¬ 
sing society. There can also be a cooperative rice mill set up by a 
consumer society. The main emphasis of the first type of rice mill 
is to enable the producers to get the best price; the main emphasis 
of the second type is to enable the consumers to get rice at the 
cheopest possible price. A conflict of interests between producers 
and consumers can exist. In a planned economy with ever in¬ 
creasing state control in the matter of price fixations, the scope of 
such conflict may be considerably lessened. But all the same a 
scope does exist and the State policy regarding assistance to proces¬ 
sing societies need not be necessarily of a uniform type applicable 
fn both kinds. 

10. We may now turn to cooperative farming societies. The 
Government of India in the Ministry of Community Development 
and Cooperation had indicated the following guide lines : 

(i) The societies should be organised voluntarily and there 
should be no compulsion in any form; 

(ii) The bulk of the members should be small cultivators or 
landless persons or both; 

(iii) Land should be pooled for a minimum period of five 
years. Withdrawal during this- period may be allowed 
only in exceptional circumstances. 

(iv) Intensive cultivation through labour intensive methods 
should be the main activity of the farm. Ancillary activi¬ 
ties like poultry, dairy, cottage and small scale industries 
should also be promoted. 
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(v) Good working conditions and better human relations 
should be created; 

(vj) Societies organised merely for securing financial ass.s- 
tancc should not be helped. 

(vii) The programme of consolidation of holdings should be co¬ 
ordinated with the cooperative farming. 

11. We notice that on the basis of a study of some societies in 
some States, the Government of India have detected the existence 
of certain undesirable features in some cooperative farming societies. 
They are as follows : 

(i) The majority of members are absentee and non-working 
members, wnercas the policy is that they should no. ex¬ 
ceed 1 /4th of the total membership. In such cases, farm 
work is often carried out by engaging a large number of 
labourers, who are no more than paid employees. 

(ii) Persons belonging to the same family have orgavised 
societies. They have admitted outsiders to membership 
merely to fulfil the minimum requirements of registration. 
Such members, who are generally landless labourers, con¬ 
tinue to be exploited by the dominant family or group? of 
the society. 

(iii) In some cases there is lack of homogeneity, social cohesion 
and a sense of mutual obligation among the members. 
There is wide disparity between the members, some of 
whom are big landholders and. others, virtually, landless. 
In certain instances, it has been observed that the big 
landholders used the society as an agency for disposal of 
their unwanted assests, e.g., cattle, tractors, pumping-sets, 
etc. Such “patronage” societies cannot be termed genuine 
as they perpetuate the old landlord—labour relationship 
under the name of a cooperative. 

(iv) Societies have been organised with a view to evading 
legislation regarding land ceilings, other land reform? or 
in order to secure government lands. 

(v) Societies below the minimum size prescribed by the State 
Governments have been registered and assisted, even 
though they could not function as viable units. In some 
cases, the lands pooled were so scattered as to deny the 
benefits of joint farming. 

(vi) Individual members have pooled only a part of the land 
owned by them in the area of dperation of a society. Tn 
some cases, the better plots of land were retained for indi¬ 
vidual cultivation. 

(vii) The lands of the society were being cultivated indivi¬ 
dually even though a cooperative farming society had 
been registered. In some cases, there had been consider¬ 
able delay in starting joint operations. 

(viii) In the absence of comprehensive production programme, 
societies have neglected labour—intensive methods of 
work and have incurred instead, excessive expenditure 
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on machinerv that cannot always, be used to the optimum 
benefit. 

(ix) Adequate care is not being given to ensure incentives in 
remuneration to good workers. As a result, standards of 
work—performance decline to the lowest common deno¬ 
minator. 

(x) Absence of adequate and timely financial and timely 
technical assistance from governmental and cooperative 
institutions had led, in some cases, to the disintegration 
of societies. 

(xi) In certain states, the existing rules regarding agricultural 
income tax and credit have acted as positive disincen¬ 
tives to cooperative farming societies and have adversely 
affected their growth. 

(xii) Financial assistance available under the scheme has 
sometimes been mis-utilised for the repayment of old 
debts. Instances have been observed when recalcitrant 
defaulters of service cooperatives have formed societies 
to obtain new concessions and facilities. 

(xiii) The accounts of societies are not well maintained. There 
is delay in the audit of societies. 

(xiv) Management of societies has suffered as the secretary has 
not been imparted training. 

12. There can be no doubt that the malpractices and deficiencies 
listed above have to be cured if cooperative farming is to be a vital 
programme for the benefit of small holders and landless tenants. 
A Committee of Direction under the chairmanship of Prof. D. R. 
Gadgil is going into this problem and we do not, therefore, consider 
it necessary to make any recommendations in this regard. We, how¬ 
ever. wish to make a general observation, that inadequate pattern 
of financial and other assistance has been a factor contributing to 
the failure of many farming societies. This is a form of cooperation 
which has not been particularly successful till now. Any expansion 
in this sphere should be preceded by careful planning. 

13. We now proceed to deal with three types of non-agricultural 
societies which have received some attention during the past few 
years tuc. labour cooperatives, transport cooperatives and housing 
cooperatives. As regards labour cooperatives, the main criterian 
is to ascertain whether a society functions for the benefit of 
labourers or whether non-labourers control the society and exploit 
the labourers. Usually the bye-laws permit non-labourers to the 
members up to the extent 10 per cent of the total membership. We 
arc of the view that no contractor should be allowed to become mem¬ 
ber of a labour cooperative. Other non-labourers may be allowed 
to become members of a labour cooperative up to 5 per cent of the 
total membership, subject to a maximum of 5. A labour cooperative 
must not become an instrument of exploitation at the hands of some 
unscrupulous leader who will pose as a promoter and then virtually 
become a contractor using the labour society as his paid labour 
Force. To the extent that outside assistance is necessary in order to 
jnable a labour cooperative to maintain accounts, plan its work and 



distribute work as well as wages, assistance should be provided by 
the cooperative department. If devoted social workers are available 
to join labour cooperatives and serve them as members, it may be 
welcome. The services of social workers can be invaluable for orga¬ 
nising labour cooperatives among the tribals and educating the 
tribals as to how a society can be efficiently managed. For the pro¬ 
per functioning of a labour cooperative, it is, however, essential that 
not only the composition of the society should be on the lines suggest¬ 
ed by us but also there should be adequate resources made available 
to the society in the initial years by the government. Whatever 
targets are adopted in the five year plan, must be backed by financial 
resources so that a society after it is registered does not remain in¬ 
active or dormant. Arrangements for allotting adequate work to 
a labour cooperative must also be made and for this the cooperation 
of the various departments of the state government incharge of 
executing works is necessary. Some states have adopted the prac¬ 
tice of attaching some technical staff of the P.W.D. to cooperative 
labour societies to assist and guide them in their work. Technical 
assistance is essential for a society to function satisfactorily. It is, 
however, equally necessary that the technical staff should be under 
the society’s control. Since small labour cooperatives cannot afford 
to have technical staff on their pay role, it follows that the formation 
of district unions or regional unions of labour cooperatives should 
be encouraged. This will enable labour cooperatives to acquire 
strength and have a greater bargaining power, and this will even¬ 
tually pave the way for their growth on a self-reliant basis, making 
it possible for governmental assistance to be reduced to the minimum 
over a period of years. A well-developed labour cooperative move¬ 
ment would make for economical and efficient execution of govern¬ 
ment works. It would tend to bring down construction costs and 
break the vicious hold of the contractor-system. But there are vested 
interests in the government engineering departments and outside 
that put obstacles in the way of labour cooperatives. Even genuine 
labour cooperatives are not able to elicit support, cooperation or 
sympathy of the departmental officials. A re-orientation of policy 
and outlook is very much called for in this respect. 

14. As regards transport cooperatives, we have noticed various 
types of transport cooperatives operating in the field. There is one 
type of transport cooperatives where members are primarilv email 
operators who form a society in order to run a transport service. 
The drivers and mechanics required for running the service are naid 
workers and not members. This is really a society of entrepreneurs. 
I here is another type of society in which entrepreneurs as well as 
paid drivers and mechanics are allowed to be members. This may 
be called a mixed type. There is a third type where membership 
includes, apart from small operators, also persons who run i ho;r 
own transport business and persons who are neither operator- nor 
run their own business outside, but simply join the society for pro¬ 
viding some sort of leadership. We are of the opinion that a trans¬ 
port cooperative should consist of the actual drivers and mechanics 
who run the transport vehicles, and membership up to 5 per cent 
of the total membership, subject to a maximum of 5. may also be 
allowed to others who are prepared to work for the society' and pro¬ 
mote its .growth. But persons who have transport business outside 
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the society must not in any account be allowed to be members of 
the transport cooperative, unless they are prepared to close their 
business outside the societv and bring over their assets and equip¬ 
ment to the society which they wish to join. Consistent with our 
basic proposition that the cooperative lorm of organisation is meant 
primarily for the small man, we feel that it wilj. not be proper to 
allow this form of organisation to be used and exploited by entre¬ 
preneurs who will not allow their paid drivers and mechanics to be¬ 
come members on equal terms and who will try to thrive on their 
work. State assistance in the shape of share capital, managerial 
subside, guarantee for raising working capital, preferential quotas 
for release of vehicles and other equipments, and preference in 
granting route permits will not be justified unless transport coopera¬ 
tive.^ are cooperatives of actual workers. There are many reasons 
whv genuine cooperative societies are not formed and. if registered, 
are not able to function successfully. The most important reason is 
lack of finances. There are no earmarked funds available for these 
societies from the Government or the banks. So, if it is desired 
that these societies should work in a genuine way, funds should be 
made available l'or purchase of vehicle and their running expenses. 

15. The problem of housing cooperative has many dimensions. 
\V<j have had the opportunity of visiting several housing cooperatives 
in the States of Maharashtra and Gujarat where this form of co¬ 
operative activity has attained considerable proportions. We saw 
some good societies but we also saw a series of luxurious flats in 
posit localities built with the assistance of concessional cooperative 
finance whose purpose it could never have been to help build these 
millionaire’s like mansions. These schemes in which crores of rupees 
have been sunk have done much to tarnish the image of cooperation. 
We briefly indicate below tile types of malpractices which have been 
brought to our notice during our visits and discussions, so that keep¬ 
ing the view these malpractices we may be enabled to come to some 
conclusions as to what the features of a genuine cooperative housing 
society should lie. 

Hi. The tvpes of malpractices usually prevalent are enumerated 
below : 

(it A few entrepreneurs organises housing cooperatives for 
their own advantage and sell housing units at exorbitant 
rates to ordinary members: 

(ii) Some members purchase housing units in order to resell 
them to others at a large profit; 

(iii) Sub-letting of premises is resorted to, for the purpose of 
snaking profit; 

(iv) Different forms of illegalities or frauds are committed in 
the transactions of sale or sub-letting such as selling the 
same plot to two persons simultaneously; 

(v) Allotment of housing units to members without any ceil¬ 
ings of income or accommodation so that poorer people 
are placed at a disadvantage. 

(vi) Non-flat owing members are enrolled to provide majority 
to the organisers. 



17 We endorse the following suggestions made to us for checking 
malpractices of a general nature in housing cooperatives : 

(i) It should be accepted as a basic policy that housing socie¬ 
ties are meant primarily for benefiting the persons of 
smali means. For this purpose, membership should be 
restricted to persons having incomes not exceeding cer- 
tain ceilings to \be prescribed. Simultaneously, ceilings 
should be fixed on the cost of each fiat and the carpet 
area. 

(ii) Government assistance for providing land as well as 
special quotas of building materials should be made avail¬ 
able only when all members of a society conform to the 
rule about ceilings of income. 

(iii) Loans from the apex housing board should be available 
only to societies which fulfil this criterion. 

(iv) No member of a society should be allotted a residential 
house if he has another house within the same city or 
town or specified area. 

(v) Sub-letting should be totally prohibited except in special 
circumstances with the approval of the managing com¬ 
mittee. When such approval is given, the rent also should 
be fixed. 

(vi) Transfer by sale should be prohibited except under certain 
circumstances such as death of the member or financial 
distress necessitating sale of property to meet unavoid¬ 
able legal obligations. The circumstances should be laid 
down in rules and each specific case of transfer should be 
approved by the managing committee. The transfers in 
all cases must be subject to all the legal restrictions re¬ 
garding further sale and sub-letting to which the original 
members were subject. The society should have a share 
of the additional sale proceeds. 

(vii) In the case of failure of a member to repay his instalments 
of loan with interest, the property is to be resumed by the 
society and an allocation made in favour of a member in 
the waiting list. For this purpose a list of members in 
waiting should be drawn up and periodically displayed in 
the society's office. 

(viii) Apex Housing Board or Federation should hav e super¬ 
visory powers over the member societies. 

(ix) The apex federation should try to provide services and 
the aim should be gradually to build up a construction 
service so that flats can be constructed at standard rates 
and the economies of bulk transaction can be availed of. 

18. Consumer cooperatives are increasingly playing a larger role 
in meeting the essential consumer requirements of the people. This 
is particularly so with the implementation of the centrally sponsored 
scheme of consumer cooperatives in urban areas and assistance to 
marketing cooperatives for promoting consumer service in the rural 
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areas. While it is self-evident that a consumer cooperative should 
consist of consumers and on this basis the membership of a consu¬ 
mer cooperative can be almost co-extensive with the entire popula¬ 
tion living within its jurisdiction, care has to be taken to prevent 
the entry of traders into consumer societies as fullfledged members. 
Traders are, no doubt, in their personal capacities also consumers 
but so long as they carry on trade in commodities in which the 
consumer society is also carrying on business, they cannot be allowed 
to become members oi the consumer society because their business 
interests are in conllict with those of the society. Subject to this 
limitation, a consumer society should try to enlarge its membership 
so as to cover all the people in its area who have consumer require¬ 
ments to be met, particularly the poorer among the population. It 
should also try to supply consumable articles of good quality at fair 
prices, and if there is a scarcity of goods it must ration out the avail¬ 
able supplies on an equitable basis. Financial assistance to consumer 
cooperatives in the initial years towards managerial expenses and 
other overhead costs as well as facilities for raising working capital 
from the banks on government guarantee should be provided. 
Wherever government have introduced rationing consumers stores 
should be used for distribution of rationed articles. We have no 
doubt that if the programme of promoting consumer cooperatives 
in urban as well as rural areas is implemented vigorously, there will 
be considerable relief to the needy consumers particularly among 
the poorer sections of the population. The success of consumer stores, 
however, required a proper link up of their activities with the 
marketing cooperatives so that there is no undesirable competition 
or rivalry between marketing cooperatives on the one hand and 
consumer cooperatives on the other in the matter of obtaining sup¬ 
plies of food grains. Even though some conflict of interest is inevi¬ 
table between producers and consumers, an understanding can be 
reached between the two sets of cooperative representing the two 
interests so that within the overall frame-work of cooperative orga¬ 
nisation an integrated attempt at satisfying the needs of the con¬ 
sumers while giving to the producers reasonable pricer, can be 
made. 

19. Industrial societies are generally societies of workers and 
artisans. A fairly large number of khadi and village industries 
societies have come into existence but as we have pointed out earlier, 
quite a large proportion of them has fallen into a state of dormancy 
or inaction. There is hardly any form of cooperative activity which 
has succeeded so little as the industrial cooperatives. This is pri¬ 
marily due to improper planning and inadequacy of resources. These 
causes have to be removed. At the same time, there has to be a 
positive state policy for giving adequate assistance to industrial 
societies in raising their initial capital, facilities for raising working 
capital from banks against government guarantee and special quotas 
of scarce raw materials. So far as the composition of an industrial 
society is concerned, we reiterate our recommendation made for 
other types of societies like labour cooperatives and transport socie¬ 
ties that only workers should be enrolled as members and other 
members should be limited to 5 per cent of the total membership 
subject to a maximum of 5 subject to the further condition that per¬ 
sons who run industries of their own should not be allowed to join 
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an industi’ial society intended to undertake similar industrial acti¬ 
vity. Care has to be taken to ensure that undesirable persons do not 
get into such societies and acquire control. A few social workers or 
persons belonging to professional classes like doctors, lawyers, 
teachers can join such societies if they are willing to serve the socie¬ 
ties in their spare time. The main idea is to ensure that the workers 
do feel a society to be their own and they have a sense of active 
participation in its management. 
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CHAPTER TV 

VESTED INTERESTS 

1. One of the questions which we put in our Questionnaire was— 
what are the methods normally employed by persons to acquire 
vested interests in a society ? The replies that we have received, 
as well as the discussions we have had with persons intimately asso¬ 
ciated with the working of cooperative societies of various types 
reveal that the following methods are mainly employed :— 

(i) Restrictions on admission of fresh members; 

(li) Avoiding the holding of general meetings for periodical 
election of office-bearers and for an open discussion about 
the finances and general working of societies; 

(in) Manipulating elections; 

(iv) Employing near relations in the paid service of the society; 

(v) Granting liberal loans to friends and relatives; 

(vi) Non-recovery of overdues from friends and relatives; 

(vii) General use of the machinery and paraphernalia of the 
society for personal glorification and benefit; 

(viii) Carrying on personal business surreptitiously and using 
the apparatus of theroqgl^ fflta tfr purpose of such 
businesses. 

2. The various methods mentioned above broadly arise from two 
kinds of motivations—( 1 ) to enjoy the lion’s share of the society’s 
services for self and friends and relatives and (ii) to keep oneself in 
office for as long as it is possible to do so. We are aware that vested 
interests in cooperative societies cannot be tackled in isolation from 
the rest of the community; the methods employed and the types of 
persons who employ them to acquire vested interests over coopera¬ 
tive societies are in their very essence akin to what happens in all 
other forms of human association, particularly those concerned with 
economic gains. The political climate of the country, the social 
traditions and the general level of educational development, all these 
constitute the background against which the problem of vested in¬ 
terests has to be seen, not onlv insofar as it relates to cooperative 
societies but also in its wider repercussions on the community at 
large. Anv attempt at isolated treatment has its obvious limitations, 
but all the same it mav be possible to build up some safeguards. 
What sort of safeguards would be effective can be considered after 
we have discussed broadly the types of malpractices which are cur- 
rentlv found jn societies of -various types. 

3. A credit cooperative society can offer scope for the growth of 
vested interests primarily in two*wavs. Firstly, there can be a ten¬ 
dency on the part of the committee of management not to admit new 
members on various pretexts. Secondly, there can be a tendency 
to distribute the available resources among he existing members in 
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an inequitable fashion, the major share going to the stronger ele¬ 
ments in the membership. But the problem is not really as simple 
as it may seem to be. Many instances of the apparent unwillingness 
of the committee of management to admit new members may be 
really due not to a desire to exclude other people from the benefits 
of the society but to a painful realisation of the inadequacy of re¬ 
sources and a sense of helplessness about increasing the resources 
and thereby making the society capable of servicing a larger circle 
of membership. Many a viable and efficient society has been wreck¬ 
ed by opening the flood-gates of membership. What exactly the 
facts of the situation are in a given case will have to be investigated. 
If there is wilful refusal to admit new members, the proper remedy 
is a strict enforcement of the legal provision, which exists in several 
States, enabling an appeal to be made against an order of refusal of 
membership. The necessity for such a legal provision cannot be 
over-emphasized and we strongly recommend that in those states 
where the present cooperative law does not contain such a provision, 
necessary amendment should be carried out as early as possible. 
While there must be legal provision for an appeal, the question 
arises as to who should decide the appeal and whether- any time¬ 
limit can be set in the law within which an appeal must be decided. 
The Committee on Cooperative Law had recommended that an 
appeal against a decision of a cooperative society refusing to admit 
any person as a member of the society should lie with the Registrar 
of "Cooperative Societies and they also observe that for the purpose 
of exercising this appellate power a Registrar shall not include any 
oerson exercising all or anv of the powers of the Registrar. In the 
Cooperative Acts which hav.e -be.eh recently passed in several states, 
the usual pattern is to provide for an appeal to the Registrar. For 
example, under Section 23 of Maharashtra Cooperative Societies Act, 
1960 any person aggrieved by the decision of the society refusing 
him admission of membership may appeal to the Registrar. The 
decision of the Registrar in appeal shall be final. The Rajasthan 
Cooperative Societies Act, 1965, also stipulates that an appeal against 
refusal of an application for admission as a member shall lie with 
the Registrar. We feel that the hearing of appeal in such cases 
should better be done not by the Registrar but by an appellate com¬ 
mittee to be constituted at the district level consisting of representa¬ 
tives of the district cooperative union, the central cooperative bank 
and of the Registrar. If there is no district cooperative union, a re¬ 
presentative of the state cooperative union should be included in 
the committee. There should be a similar appellate committee at 
the state level for deciding appeals in report of admission to the 
membership of higher federal bodies. Such a committee at the dis¬ 
trict level/state level will be in a better position than the Registrar 
to hear such appeals, because of its more intimate knowledge of the 
needs of the locality. The procedure will also be a forward step in 
the direction of the cooperative movement attaining self-regulation. 
We would, therefore, briefly sum up our recommendation on this as¬ 
pects as follows : 


The cooperative law should include a provision for allowing 
an appeal against a decision of a cooperative society re¬ 
fusing to admit a person into its membership: the society 
must decide the question of admission within a reasonable 
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period, such, as 30 days or so from the date of the appli¬ 
cation; if the application is not decided within this period, 
this may be taken as refusal and the applicant can then 
go in for appeal; the appeal should be decided by a com¬ 
mittee at the state/district level consisting of a represen¬ 
tative each from the state/district cooperative union (if 
there is no district union, then the state cooperative 
union), the apex/central cooperative bank and of the 
Registrar; a time-limit of one or two months should also 
be set for giving the decision in appeal. We recommend 
necessary legislative action on these lines. 


4. A remedy for the other problem of inadequacy of resources is 
more difficult to find. However, to prevent the monopolisation of 
resources by the members of the committee of management of a 
society and their friends and relatives, it will be desirable to place 
some restrictions with regard to giving of loans from the society to 
such persons. This can be done by incorporating a suitable rule in 
the statutory rules or a suitable clause in the bye-laws. The bye¬ 
laws of primary agricultural credit societies in Andhra Fradesn 
provide that all loans taken by the committee members and their 
relatives should be approved by the general body. We feel that it 
will be too harsh to impose a condition of prior approval of the 
general body, and it will be enough to provide in the bye-laws that 
all cases of such sanction of loans should be placed ex-post-facto be¬ 
fore the general body for information. W e further recommend that a 
provision may be made to the effect that all cases where loans taken 
by committee members and relatives result in default, should be re¬ 
ported to the next meeting of the general body together with a state¬ 
ment as to whether legal action has been initiated for recovery of 
the overdue loans. This information should also be incorporated in 
the annual report of the society. 


5. In an agricultural marketing society, the major type of mal- 
practice can be in a few producer-cum-traders combining together 
to use the society as an instrument for their trading purposes. We 
have recommended earlier as a safeguard against such malpractice 
that producers cum traders should not be allowed to be full mem¬ 
bers or to hold any position in the committee of management The 
committee must consist only of bonafide agriculturists, who no not 
want to trade in other people’s produce for their personal gam, and 
such other directors as may be nominated by Government in accord¬ 
ance with the usual policy of nomination. The Society must deal 
directly with every producer member and there must be no go- 
between. Periodically, the surplus earned by a society out of the 
marketing transactions should be distributed in the shape of bonus 
to the members who have sold their produce through the society. 
As there would be an obligation cast on the committee of manage¬ 
ment to protect the interest of the producer-member, there must be 
a corresponding obligation on the latter to use the society for dis¬ 
posal of their produce and not to turn to private merchants even 
though there may be an occasional temptation of a little extra price 
offered by the merchants. In the very nature of things, private 
merchants may offer a little extra, only with the hope of weaning 
away the members from their society and thereby weakening the 
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society so that once the society is reduced to a weak position, they 
can then exploit the producers. Therefore, it is very necessary that 
members should develop loyalty to their society. Fair-play on the 
part of the society’s committee of management is a necessary re¬ 
quirement to bring this about. A sense of loyalty should also be 
inculcated through the member education programme. 

6. As in the case of an agricultural marketing society, similarly 
in the case of a consumer society, mutual loyalty between the society 
and its members is the foundation Qf growth and progress. A con¬ 
sumer society is meant to provide consumer goods at the minimum 
economic price possible. It must not supply goods at higher than 
the prevailing market price. But in the modern competitive 
economy, cut-throat competitions have to be guarded against. This 
is possible only if the members develop a sense of loyalty and are 
prepared to stand by their society in times of distress caused by 
circumstances beyond its control. 

7. We have dealt in Chapter III with the various types of un¬ 
desirable practices which may detract from the true character of a 
cooperative farming society as a society composed primarily of small 
holders. It is necessary to take precautions that a society is not 
started with lands belonging to a group of relatives, or that the 
better portion of the holdings pooled for cultivation does not belong 
to a few big land holders. In other words, the objective is to ensure 
that the various kinds of financial and technical assistance, which 
Government are providing for cooperative farming societies, are not 
taken advantage of by a few individuals. This can only be done 
by scrutinising very strictly at the time of registering a society the 
background of each prospective member, and making clear provi¬ 
sions in the bye-laws as to the kinds of individuals who would be 
eligible for membership. 

8. So far as labour cooperatives are concerned, vested interests 
arise when non-labourers are allowed to become members of the 
society as well as of the committee of management. This should be 
prohibited, exception being made, up to 5 per cent of the total 
membership in a society, subject to a maximum of 5, in favour'of 
persons drawn from professional classes like lawyers, doctors, 
teachers, social workers, so that the societies in their initial years 
can get the benefit of leadership and guidance from such members 
who are willing to spare some time and energy for the service of 
the cooperative movement. Contractors should be specifically ex¬ 
cluded from the membership of labour cooperatives. 

9. In the case of a transport society, vested interests arise when 
persons who are not workers are admitted as members and allowed 
to participate in the management.. Then the door will be open for 
self-seeking individuals to come in and exploit the workers. In one 
transport society visited by us, there was a clear provision in the 
bye-laws that all members of the society should be either drivers or 
technicians who should actually ply the vehicles belonging to the 
society or work in the installations of the society. Yet in actual 
practice, we found that the majority of its members were not 
workers and some of the members were carrying on transport busi¬ 
ness of their own in competition with the societies. It is not enough 



30 


to make provisions in the rules and bye-laws unless the administra¬ 
tive machinery is willing and competent enough to enforce them. 
This is all the more so when there is a legal preference given in 
some States in favour of transport cooperative societies as against 
private transport services in the matter of granting route permits. 
It is therefore essential ifor the State machinery to take the utmost 
precautions to ensure that the advantage offered is not availed of by 
people who do not deserve it and for whom it was not intended. 
We feel that a basic decision is necessary to the effect that functional 
cooperatives such as transport cooperatives, labour cooperatives and 
industrial cooperatives shall not allow membership to persons who 
are not prepared to work for the society as labourers or transport 
workers or artisans respectively, an exception being made as indicat¬ 
ed ealier in favour of members drawn from professional classes who 
are willing to serve the cooperative movement. A maximum limit 
of 5 per cent of total membership in a society subject to 5 in all 
should be laid down for such members. If we throw the door open 
to other elements, the principle of homogeneity of interests is vitiat¬ 
ed and the majority of the members become and easy prey to exploi¬ 
tation by a few. 


10. Having given in the preceding paragraphs a broad picture of 
the types of malpractices whose existence we have found possible, 
we now proceed to discuss the principal safeguards which might in 
our view help to keep the malpractices in check if not eliminate 
them altogether. The first point that we would like to deal with is 
the question of the term of management. An opinion has been ex¬ 
pressed before us by some persons that in order to keep a society 
free from the manipulations of vested interests, and to enable the 
principle of democratic control to be effectively practised, it is 
necessary to ensure that the same persons or group of persons do 
not get themselves elected into the committee of management for 
consecutive terms without any limit as to the total period of holding 
office. It has been represented to us that if the same set of people 
continue to control the affairs of a society for successive terms, they 
can keep various malpractices hidden from the outside view; even 
if they do not resort to malpractices, their continuation in office is 
likely to retard the participation of other members in the manage¬ 
ment of the society and, therefore, ultimately it will impede the 
growth of leadership. As against this point of view, it has been 
urged before us that the continuation of the same set of people in 
the committee of management of the society is not necessarily an 
evil Many successful cooperatives have been built up by the hard 
work of a few dedicated people. Moreover, even if sometimes lack 
ot frequent charges in the personal of the managing committee im¬ 
pedes the growth of leadership the remedy does not lie in making 
legal or administrative provisions to prevent re-election. This 
should rather be left to the normal operation of democratic forces 
and the general body of each society should be the ultimate judge. 
If the general body wishes to keep the same man or set of men'at 
the helm of affairs for a number of years we should not try to pre¬ 
vent this by intervention from outside. Such intervention would 
militate against the principle of autonomy which is essential to 
democratic growth. 
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11. We have given careful thought to this question and we have 
had the benefit of eliciting opinion on this from a large number of 
cooperatives in several parts of the country. Before recording our 
views on this subject, we mention briefly the existing provisions in 
the Cooperative Acts of different states, relating to restrictions on 
the duration of the term of office held by a member in the committee 
of management. In Maharashtra, the law does not impose any limi¬ 
tation on the number of times a member can hold office consecutive¬ 
ly in the same society. In Rajasthan, there was no legal limitation 
under the old Act but central cooperative banks had provided in 
their bye-laws that a person shall not hold office consecutively for 
more than 6 years. Under the new Rajasthan Act recently passed 
by the State legislature, there is no limit on holding office in the 
same society for any number of terms consecutively, but a restric¬ 
tion has been imposed on the holding of offices in several societies 
simultaneously. No person, under this Act, can be a chairman of 
more than one apex or central society at the same time. In Madhya 
Pradesh there is no limit fixed either by law or by the bye-laws. 
Similar is the position in Andhra Pradesh and Kerala. Under the 
old Travancore-Cochin Cooperative Rules, a person could not hold 
office for more than 3 terms consecutively without the permission 
from the Registrar. In Punjab, there are no restrictions. In Uttar 
Pradesh, there are no statutory restrictions but some societies have 
accepted restrictions under their bye-laws. In a service society as 
well as in a central cooperative bank, no director can hold office for 
more than 6 years without permission of the Registrar. In large 
sized societies, the limitation arises after a period of 9 years. The 
position in Assam is that the directors of a primary society other 
than a non-agricultural credit society shall retire annually from 
office but shall be eligible for re-election, provided that except with 
the previous permission of the Registrar which is to be given in ex¬ 
ceptional cases only, no member shall hold office for more than 4 
years in succession or having already held office for 4 years be re¬ 
elected within a shorter interval than 2 years from the date in which 
he ceased to be a director. In Madras, there are no restrictions re¬ 
garding the holding of office consecutively but there is a limitation 
on the number of societies in which a person can hold office 
simultaneously. 


12. It is relevant in this context to consider the durations of terms 
of office prescribed for the managing committees of various types of 
societies. In some State like Orissa, a committee of management is 
elected for a fixed term of 2 years or 3 years and after the prescribed 
period a fresh committee has to be elected. Members of an existing 
committee are eligible for re-election. In some other States like 
Maharashtra, l/3rd of the members of the committee are re-elected 
every year. In Uttar Pradesh, there is annual election. In Andhra 
Pradesh, the term of office is usually for 2 years. 


13. The issues which arise for consideration are :— 

(i) Should there be a statutory limit on the number of terms for 
which a person can be allowed to hold an elective office consecutive¬ 
ly in a society ? (ii) Should there be a statutory limit on a number 
of societies in which a person can be allowed to hold elective office 
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simultaneously ? (iii) What may be considered a fair duration for 
one term of office of a committee of management ? Is it a healthy 
practice to have annual elections to the committee of management 
of a society ? We have considered these issues carefully and we are 
of the view that it is not desirable to prescribe statutory limit on 
either the number of terms for which a person may hold office conse¬ 
cutively in the same society or the number of societies in which a 
person may hold office simultaneously. Cooperative Societies being 
autonomous bodies with the ultimate authority for management 
vested in their general bodies, final authority must remain with the 
general body to decide whether it is in the interest of their society 
to elect the same person or group of persons consecutively for 
several terms. There need be no restriction imposed from outside 
the cooperative movement. If the general body of a society evolves 
a convention to limit the tenure of office by a person, it will be a 
welcome step but no restrictions need be imposed from outside. As 
regards the third issue posed above, our view is that the practice of 
holding elections every year either for replacing the entire com¬ 
mittee of management or l/3rd or 1/2 of the members of the com¬ 
mittee as the case may be, is undesirable, because this leads to a sort 
of continuous election tempo and does not enable the committee 
member to settle down to their responsibilities. Re-election of the 
entire committee after one year makes it really impossible for the 
committee to do any substantial work within this short time. We, 
therefore, feel that every member should have at least a term of 2 
years, and preferably the term should be for 3 years. The entire 
committee may have a term of 2 years or 3 years after which there 
can be re-election. Where the system of retirement by rotation of 
l/3rd of the members is preferred, it can be so arranged that retire¬ 
ments take place every 2 years or every 3 years. In any case, the 
system of holding elections every year in the same society either for 
the full committee or a part thereof is in our opinion inconvenient 
and undesirable.. We recommend that it should be replaced by a 
different system where the time lag between on e election and an¬ 
other is at least 2 years and preferably 3 years. 

14. We now come to other aspects of vested interests, viz. mono¬ 
polising a major share of the benefits of a society to the detriment 
of the rank and file of the membership. We have already considered 
some points connected with this problem and made a few sugges¬ 
tions as to the measures which may be helpful in so far as agricul¬ 
tural credit and agricultural marketing societies are concerned. We 
recommend the following measures :— 

(i) Special restrictions should be imposed on the grant of loans 
and loan-cum-subsidies in favour of the members of the managing 
committee and their relatives—all cases of such sanction should be 
placed before the general body for information and all cases of de¬ 
fault in respect of such loans should be brought to the notice of the 
general bod;/. 

(ii) In a co-operative farming society, special precaution has to 
be taken to ensure that the benefits of irrigation and application of 
measures and fertilisers are not concentrated on the lands pooled by 



the committee members. The objective is to safeguard against the 
society’s resources being used for conferring greater benefits of a 
durable nature on these lands than on other pooled lands. 

(iii) In a housing co-operative, allotments in favour of the mem¬ 
bers of the managing committee should be specially scrutinised and 
similar safeguards should be adopted as in the case of sanction of 
loans by credit societies to their committee members. 

Inspite of all precautions recommended above, it may still be 
possible for clever persons to manipulate things and enjoy illegiti¬ 
mate benefits from a society unless the general body of members 
maintains vigilance. In the final analysis, the only effective safe¬ 
guard against vested interests is an alert and enlightened member¬ 
ship. The members of the committee of management as the chosen 
leaders of the society have an obligation to promote alertness and 
enlightenment among the members. This, they can do by affording 
the maximum possible opportunity to the members to participate in 
the management: This can be facilitated by formation of various 
sub-committees to which members may be co-opted for looking after 
various functions of the society. This will be advantageous in two 
ways :—the society will get the benefit of a closer attention to its 
affairs by a larger number of its members, and an opportunity will 
be provided to more members to take part in the affairs of the 
society in an intimate and responsible way. This will help to build 
up leadership and invest the forms of democracy with a richer 
content. 

15. An important point concerning the democratic functioning of 
a cooperative society relates to the holding of elections in the com¬ 
mittee of management in a regular and fair manner. The aspects 
requiring consideration can be broadly classified under the follow¬ 
ing heads:— 

(a) Delays in holding elections; 

(b) Irregularities in conducting elections; 

(c) Defects and deficiencies in the laws and rules pertaining 
to elections. 

16. We will first consider the problem of delay in holding elec¬ 
tions. The prevailing situation in the different States is broadly as 
follow. In Madhya Pradesh elections to committtee of management 
are reported to be held more or less regularly. However, in the case 
of central co-optrative banks or the state co-operative bank, the 
elections are at times delayed on account of delay in the preparation 
of financial statements, delay in the receipt of audit notes, or delay 
in the submission or registration of amendments to bye-laws. Some¬ 
times, the elections in a co-ojjerative central bank are postponed be¬ 
cause the cultivator members are busy in agricultural operations. 
A tendency has also been noted in the case of some central banks to 
make undue delay in holding elections on some pretext or the other, 
with the object of continuance of the existing members on the com¬ 
mittee. In the case of non-credit societies generally, elections do 
not take place within the time proscribed in the bye-laws. In 
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Rajasthan, the position is that in central and apex institutions elec¬ 
tions are generally held in time but delays are noticed in primary 
societies, in Andhra Pradesh, Kerala and Orissa, by and large, 
elections are reported to be regularly held in ail types of societies. 
In West Bengal, elections are nor held regulady in all societies. In 
Assam also, there are delays in some societies, which are attributed 
primarily to delay in receipt of audit report, in Gujarat, elections 
are reported to be generally held regularly. The position m Punjab 
is reported to be similar. In Maharashtra, elections are reported to 
be regularly held in a large majority of co-operative societies. 


17. Delays in holding elections may be attributable to one or the 
other of the following causes :— 

(a) Delays in receipt of audit reports; 

(b) Delays in preparing statements of accounts; 

(c) Delays made intentionally by the Committee of manage¬ 
ment in order to prolong the tenure of the existing 
members. 

The remedy for delay in adult report lies, of course, in strengthening 
the audit arrangements. We propose to consider this separately as 
audit has a bearing not only on elections but on many other aspects 
of the functioning of co-operative institutions. But there is one as¬ 
pect of delay in audit which may be closely connected with delay 
in preparing statements of account. Audit is delayed in many cases 
because the accounts of tile society are not maintained up-to-date 
and when the auditor goes to the society for taking up audit, he has 
either to wait till the books are written by the staff of the societv 
or he has to write them himself and then take up the audit The 
practice of not writing the accounts regularly gives scope to the 
office-bearers to suppress malpractices and delay, if not prevent 
their detection. The directors of a company registered under the 


Indian Companies 


Act are retmirea 


to submit to the Registrar of 


Companies duly certified_ accounts by a prescribed date every year. 
If this is not complied witn, t-ne directors are liable to be penalised 
In view of the large number of cases in which cooperative societies 
are found to be not maintaining up-to-date accounts, it is to be 
seriously considered whether similar penalty provisions should not 
be incorporated in the cooperative law. There is, of course, one 
special feature of the cooperative societies particularly at the pri¬ 
mary level in the rural areas which must be taken into account in 
this connection Many primary societies do not have trained mana¬ 
gerial staff and, therefore, their accounts are maintained Dy part- 
time workers or honorary secretaries. We cannot expect from them 
re same degree of efficiency in keeping accounts as can be expected 
from highly paid staff maintained by the companies. Until the pri- 
mary societies attain a better financial position’ and are able to com¬ 
mand the services of trained full-time staff to write their accounts 
it may not be desirable to bring co-operative societies within the 
same vigorous discipline regarding maintenance of accounts as can 
be expected from companies. But such extenuating considerations 
no not apply to institutions such as central co-ooorativp banks urban 
co-operative banks, marketing societies located in well' developed 
mandis and large processing or industrial societies. We feel that for 




35 


societies with a share capital exceeding, say Rs. 1 lakh or working 
capital exceeding Rs. 1 lakh, it shot: 1 ! be incumbent upon the mem¬ 
bers of the committee of management to ensure that accounts are 
kept un-to-date and to certify to the Registrar by a prescribed date 
after the end of each cooperative year that the accounts of the pre¬ 
ceding vear are ready to he audited. Similarly it should be incum¬ 
bent on the authority responsible for audit to ensure that the 
accounts are audited within a period of 3 months from the date of 
the receipt- of such certificate. 

18. Intentional delays or delays which are not attributable to 
non-receipt of audit report or non-preparation of accounts, have, how 
ever, to be treated on a different footing. It is here that the prob¬ 
lems of vested interest is seen in its true colour. We may first 
examine the relevant legal provisions in different States. In 
Maharashtra, Section 75 of the Maharashtra Cooperative Societies 
Act lays down that every society has to hold the annual general 
meeting within a period of 3 months next after the date fixed for 
making up its accounts. This period can be extended with the 
Registrar’s approval to 3 months more. Holding of elections of the 
managing committee is one of functions of the annual general meet¬ 
ing. These provisions, therefore, provide an automatic limit of time 
within which fresh elections are required to be held. In Maharashtra 
l/3rd of the members of the managing committee retire every year. 
If a society fails to hold elections within the prescribed period, the 
Registrar by virtue of his powers voder Rule 63 of the Maharashtra 
Cooperative Societies Rules can direct the society to hold an annual 
general meeting in which, among other things, elections also are to 
be conducted. The Registrar has also powers to impose a penalty 
not exceeding Rs. 100 on such office bearers of the society as are 
considered to be responsible for not holding the annual general 
meeting in time. The pro vision in Gujarat follows the pattern in 
Maharashtra. The Punjab Cooperative Societies Act lays down in 
Section 34 that election of the managing committee is to be conduct¬ 
ed in the annual general meeting of the society. If due to any un¬ 
avoidable reasons the election is not held within a year, it must be 
held within 18 months from the date of last election. Elections in 
primary societies are held annually whereas elections in higher level 
societies are usually held on the basis of retirement of one-third 
members of the managing committee every year. In Uttar Pradesh, 
there is no specific provision in the Act or the Rules regarding the 
holding of fresh election. Similar is the position in West Bengal as 
well as in Orissa. In Andhra Pradesh under Secion 31 (21 (a) of the 
Act the term of office of a committee of management is for a period 
not exceeding 2 veers as m.ev be specified in the bye-laws. Exten¬ 
sion of term can be given bv the Registrar for a period not exceeding 
one vear. In Kerala, election is required to be held on or before 
the date specified in the bye-laws for the expiry of the term of office 
of the committee members. If for any reasons the society fails to 
arrange for such election, the Registrar may extend such term suit¬ 
ably to enable election being held. In Rajasthan, the bye-laws provide 
that nleetion should be conducted every year in the annual general 
meeting but the old office bearers should continue till elections are 
conducted in their places. This gives a loophole for the old com¬ 
mittee members to prolong their tenure. The provision in Madhya 



Pradesh Cooperative Societies Rules (Rule 43/2) is also on the same 
lines. 

19. It will be seen from the brief account of the legal provisions 
in various States that if delays are caused by the committee of 
management in holding elections to constitute a fresh committee, no 
penalties are provided, except the general penalty clause in the 
Maharashtra and Gujarat Acts for failure to hold annual general 
meetings in time. Since the societies themselves are required to 
conduct elections, the responsibility for failure to hold elections in 
time must squarely fall upon the committee of management in each 
society and, therefore, if the responsibility is not faithfully discharg¬ 
ed there must be some legal provision for punishment. We recom¬ 
mend the following measures in this regard : 

(i) There should be a provision in the law making it obliga¬ 
tory for the committee of management to hold elections 
within the stipulated time as laid down in the law or the 
rules or the bve-lsw, failure to observe the provision be¬ 
ing a punishable offence. Holding of elections need not 
necessarily be combined with consideration of accounts 
in the same general meeting. If election is due and 
accounts are 'not fipd.v, a general meeting should be held 
to conduct election. Similarly, if the accounts are ready 
and no election is due. : meeting should be held to consi¬ 
der accounts. 

(ii) The Cooperative Department should maintain a roster 
showing therein, the due date of election for each society, 
and a check should be conducted periodically to detect 
defaults and enforce the legal provision indicated above. 

20. We shall now proceed to discuss the arrangements necessary 
for conducting elections. A part of the delay for holding elections 
is attributable to the fact that the societies themselves are to hold 
the elections. This in practice means that the power of holding 
elections is vested in the committee of management. The general 
pattern of cooperative law in the States in this regard is that 'hold¬ 
ing of elections is the resoonsibilitv of the societies themselves and 
the cooperative department has powers to intervene and to appoint 
Returning Officers in the case nf societies belonging to prescribed 
categories. In Andhra Pradesh, under Section 32/6. Government 
can appoint a person to conduct elections of a particular society if 
they are satisfied that circumstances exist which render it necessary 
for them to call a general meeting. To minimise the scone for mal¬ 
practices in elections, certain tvnes of societies such as apex societies 
district central bank, district, marketing societies, taluk cooperative 
marketing societies, land mortgage banks, consumers societies etc. 
are reouired to conduct elections by adopting secret ballot svstem. 
In Madhva Pradesh, the Registrar under Rule 41 of the Madhva 
Pradesh Cooperative Societies Rules, 1962 has powers to appoint 
Returning Officers for cooperative societies. The law in Ass°ni and 
West. Bengal does not give anv such powers to the Registrar or to 
the State Government. Tn varving degrees the Cooperative Depart¬ 
ment is associated with the holding of elections in the other States- 
Detailed election rules have been framed in some States such as 



Madras and Maharashtra for the guidance of the departmental 
officers as well as the cooperative societies. The questions which 
have to be considered by us in this connection are as follows :— 

(i) Is it correct to maintain the present system that as a 
general rule elections to a committee of management 
should be conducted by the societies themselves ? 

(ii) What should be the responsibility ol the Cooperative 
Department in ensuring that elections are held in proper 
time and in a fair manner ? 

(iii) What should be the responsibility of higher level institu¬ 
tions to ensure fair and timely elections in their affiliated 
societies ? 

(iv) Is it necessary to think of a separate election machinery, 
independent of the Cooperative Department as well as of 
the cooperative societies, which should be charged with 
the task of holding elections as and when they fall due 
in all cooperative societies? 

21. These questions have to be considered by us in the background 
of the objective of developing cooperative institutions as self-reliant 
voluntary institutions which are expected to play an important role 
in the planned economic development of the country. Cooperative 
Societies have been exercising the right of holding elections to their 
own committees of management for many years and by and large 
we have not found any evidence to show that the right has been 
abused extensively or that the cooperative societies have shown them¬ 
selves to be unworthy of the trust. With the growth of the movement 
and building up of higher level organisations at the district, state and 
national levels, it will be, in our opinion, a retrograde step to 
deprive the cooperative societies of this right and to confer the 
responsibility on the Cooperation Deportment. We also feel that the 
constitution of a separate election machinery is not called for For 
arranging elections to the State and Central Legislatures, the Consti¬ 
tution has provided an Election Commission and the election 
machinery in each State functions under the directions of the Election 
Commission. We are aware of the recent recommendation made by 
the Santhanam Committee on Panehnvati Raj Election suggesting 
that the election machinery in the States responsible for election to 
the State Legislatures should also take over the responsibility of 
holding elections to Panchayati Raj Institutions. There is. however, a 
fundamental distinction between Panchavati Raj Bodies and coopera¬ 
tive societies. Whereas the former are institutions in which all adult 
persons living within their respective jurisdictions are ir<so facto 
members, the cooperative societies are voluntary institutions in which 
only such persons are members as willingly of their own accord 
enrol themselves. Therefore, the cooperatives are not to be placed on 
the same footing as the Panchavati Rai Institutions and should have 
their own arrangements for holding elections. While this basic position 
should be maintained, we would recommend the following safeguards 
so that the possibility of misuse may be reduced to tbe rmmmum :— 

(i) The higher level organisations must assume greater res¬ 
ponsibility in ensuring that their constituents at lower levels 



discharge this responsibility faithfully. This can be done 
by providing in the bye-laws of each primary society and 
district level society that the higher level federal societies 
would be competent to depute observers at the +'me of con¬ 
duct of elections. The observer should watch the proceed¬ 
ings and if any irregularity comes to his notice he should 
report it to hi 3 own society and also to the representative 
oh the Registrar. 

(it) The Registrar need not ordinarily depute any representa¬ 
tive to primary level societies except where there has been 
a specific request from a stipulated number of members of 
the society or from the higher level federal society. Repre¬ 
sentatives should, however, be sent to societies at district 
and higher levels. They should function as observers and if 
any irregularity comes to their notice, they should report to 
the federal body as well as their own departmental 
superior. 

(iii) There should be legal provision enabling a member to file 
an election dispute to the Registrar within a stipulated 
period. In deciding such dispute, the reports of the 
observers indicated under (i) and (ii) above should be 
given due consideration by the Registrar. 

(iv) The federal body should have power to bring an election 
dispute to the Registrar in respect of elections in an 
affiliated society even though no member of the constituent 
society brings an election dispute. 

(v) The Registrar on his own notion should have power to 
take cognizance of an election proceeding and given 
decision after hearing the concerned parties including the 
federal body. 

22. The federal societies as well as the Cooperation oepartment 
can contribute a great deal towards ensuring timely elections in 
primary societies by maintaining vigilance and making it a point in 
the course of their periodical inspections of primary societies to men¬ 
tion whether the existing committee of management has overstayed 
its term. They can also contribute by maintaining vigilance regarding 
the holding of annual general meetings. The annual general meetings 
have importance not only in the context of holding timely elections; 
they are also important as affording a periodical opportunity to the 
general membership to associate themselves with the management 
of the society’s affairs and to deliberate on the activities of the society 
during the year. They can be a good check against vested interests, 
and they have a general educative value in the propagation of co¬ 
operative outlook. About the latter aspect, we shall have occasion to 
consider later. 

23. The primary cooperative societies constitute the base of the 
cooperative movement and, therefore, in the final analysis the vita¬ 
lity and the integrity of the cooperative movement must be iudged 
by the degree to which the general members at the base have been 
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educated to discharge their responsibilities and to maintain vigilance 
over me society’s affairs. The federal societies have to play a promo¬ 
tional and supervisory role. While on the one hand they will reflect 
the strength as well as the weakness of the affiliated societies at the 
base, they have also responsibility to provide leadership to affiliated 
units and give them a sense of direction and a sense of usefulness. 
It is, therefore, all the more necessary that the federal societies 
scrupulously maintain the principle of democratic control and hold 
elections strictly accordingly to the time-schedule laid down in the 
rules or the bye-laws. The state apex bodies, particularly the state 
cooperative union, the state cooperative bank and the state coopera¬ 
tive marketing society can maintain vigilance in this regard over 
their constituent central societies. The members of the apex bodies in 
their turn are expected to maintain vigilance about the affairs of 
their own societies. It is also desirable that for the guidance of the 
apex bodies as well as the intermediate federal bodies-detailed 
elections rules and procedures are drawn up as part of the statutory 
rules indicating therein the responsibilities of the committee of 
management of each society to arrange timely elections, the pro- 
cedme to be followed for holding the election, the supervisory 
responsibilities in this regard to be exercised by the next higher 
federal body as well as by the cooperative department. While we do 
not consider it: necessary to go into the details of the procedure 
which each State may prescribe in the light of its own conditions, 
we would, however, like to deal with one aspect of this problem. 
This relates to the problem of individual members in federal socie¬ 
ties, and society members of certain categories constituting a small 
minority of the total membership. The problem of individual mem¬ 
bers raises a fundamental question as to whether in a federal body 
individual members should at all be allowed. Historically in our 
country federal bodies have admitted a fairly large number of indi¬ 
vidual members for a variety of reasons. There was, firstly, the 
question of obtaining the services of a few educated and enlightened 
people to provide the much needed leadership. Secondly, there was 
the attraction of collecting share capital from individual members 
to supplement the meagre collection from member societies. But 
perhaps more important than all this was the lack of any clear con¬ 
ception that a federal society should not have individual members 
but should only be a federation of affiliated societies at the lower 
level. The conception of pure federal type of society to the exclusion 
of individual members did not gain ground. In the credit sector, of 
late, there has been a general realisation among the cooperators that 
individual members in central cooperative banks and apex coopera¬ 
tive banks should be gradually withdrawn. The first step in this 
process has been a general stoppage of admission of new individual 
members. The second step is gradual transfer of the shares of existing 
individuals to members societies. This second step appears to be a 
slow one and unless there is a quick transfer of the existing indi¬ 
vidual shares, federal societies may well expose themselves to the 
charge that indirectly they arc perpetuating the existing individual 
members and closing the door for new individual members to come 
in. This is a problem not only in the credit sector but also in all 
other sectors of the cooperative movement. We are of the opinion 



that the cooperative societies should follow a clear structural pattern 
i.e. a min\avy society sionld consist of in. ividuals a central society 
should consist oi primaries, an apex society should consist of central 
societies and a national society should consist of apex societies. A 
mix-up may lead to a blurring of functions and provide scope for 
malpractices. We would suggest that the national cooperative union 
and the slate cooperative unions should lead in this process. We are 
of the view that !eader:.ki ; j of the higher bodies should be provided 
by individuals who have a base in the primaries or appropriate 
societies at the lower level. Tt will, however, take time for such a 
process to be comoleted. In the transitional period, the existing 
individual members have to remain. It is necessary to consider 
whether their narticination in the committee of management should 


be restricted. Goner: 


individual members in a federal body are 


given a restricted number of seats in the committee of management 
so that thev do not have a preponderant voice in the committee. We 
feel that in addition u> such provisions i would be desirable to pro¬ 
vide that individual members in federal bodies should not be eligible 
to be elected as Chairman. Vice Chairman or Honorary Secretary or 
Honorary !’n> sur-w. ip ch . • words, they may be ordinary com¬ 
mittee members but should not hold special position of authority. 

24. Formal societies p.esrnt another kind of problem as to how 
constituent sod -lies v: (Inherent types can be given proportionate 

of management. For example, a 
r.’d ordinarily have membership drawn 
u.eling societies, processing socie- 
v.uve faming societies, labour coopera- 


r opr esc) it.. iwii k. liu* eon.. an 
Centra' Coope. yive B.. •: w--i 
from ere a. i soe'em s, •. . ,r 
ties, weaver rodeties, .. >per 


lives, non-rwricui vurr.i • rwh! : a. '..;.Uca anu industrial cooperatives. In 
every cord • d ban". aminuft'. • 1 credit cooperatives are likely to 
be the i.. jordy pro up. .-d central cooperative bank would, 
therefore, be oiichtecl very heavily in favour of the needs oi agricul¬ 
tural crouil sociotie-d and may nut give adequate consideration to 
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Some of the moat unsuccessful societies to which our attention was 
drawn had a majority of nominated directors and even had some 
senior officer as the Chairman. 


In pursuance of a resolution of the Indian Cooperative Congress 
held at Patna in 1955, it has been accepted as a general policy that 
nomination by Government should be limited to three or one-third 
of the total number of committee members whicnever is less. inis 
poliev has not been implemented uniformly in all the States. Some 
States continue to nominate one third of the total number of com¬ 
mittee members even though this may exceed three. In some other 
States even though the policy has beer, generally accepted, exceptions 
have been made in the case of some categories of societies. In 
respect of societies in which heavy government capital is invested 
and where a bulk of the finances' are obtained from public sector 
agencies on government guarantee, such as cooperative sugar factori¬ 
es. a policy of allowing the full board of directors to be nominated 
for an initial period of 3 to 5 years has been accepted, but some State 
Governments have gone on extending the period of such fully 
nominated bodies. The questions which arise for our consideration 
are iil should nomination as a general policy continue, will such a 
policy be consistent with the efforts for promoting self-', eliance and 
self-regulation within the cooperative movement ? (ii) to the extent 
that nomination may have to continue, should there not be a code of 
conduct for the nominated directors in order to ensure that they act 
as an effective check against malpractices ? 

26. The existing policy of nomination is baspd on the motion that 
where Government invest capital in a society or accept a heavy 
finacial stake in the affairs of the society, they must have a voice 
in its management. The Committee on Cooperative Law had recom¬ 
mended that when government contribute to the share capital of a 
society or when a society receives substantial financial assistance 
from Government in the form of guarantee for debentures issued 
or loans obtained, government may nominate l/3rd of the 
members on the committee of management or 3 whichever is less. 
In the new Cooperative Acts subsequently passed in various states, 
provision has been made somewhat on these lines except in the 
Maharashtra Cooperative Societies Act 1960. where no provision has 
been made for government nomination. The situation in the State of 
Maharashtra in this regard shows the remarkable advance made by 
the cooperative movement there and the confidence which the move¬ 
ment has been able to inspire in the State Government. While this 
is the .deal situation towards which the movement must progress in 
the other states, we realise that in view of the heavy financial assis¬ 
tance which must continue to be provided by government, the 
practice of nomination cannot be discontinued as a general policy. 
Even in Maharashtra we understand that government takes the 
right to nominate one or two directors when heavy financial assis¬ 
tance is provided to a society, and this is done by making provision 
in ;he bye-laws of the society when the aid is given. While, therefore, 
the practice of nomination will continue for several years to come, 
it is necessarv that nomination is limited to 1 /3rd of the total number 
of director or 3 whichever is less. These states, where this limitation 
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has not yet been accepted by the governments, have to be urged to 
accept it and amend their law accordingly. We would also recom¬ 
mend that when government nominate directors, nomination should 
be confined to government servants. A provision to this effect has 
been made in the new Act recently passed in Rajasthan. We consider 
such a provision desirable because it will ensure that the power of 
nomination is not used for any political purposes or for supporting or 
assisting any group or faction within the society. 

27. Since the system of nomination will continue for some years to 
come, it is necessary that a code of conduct is evolved for the nomi¬ 
nated directors in order to ensure that they realise their responsibi¬ 
lities and discharge them in the best manner possible. We recom¬ 
mend the following steps in this direction :— 

(j) Nominated directors must make it a point to attend all 
meetings of the committee regularly. Wdienever any of 
them is unable to attend a meeting, he must send a report 
of it to his superior authority explaining the reasons for 
his absence and the superior authority must satisfy itself 
that the absence was necessitated by reasons beyond the 
control of the nominated director. 

(ii) Societies generally have a provision in their bye-laws that 
a member absenting himself in a number of meeting 
consecutively will forfeit his place in the committee. Such 
provision is not usually applied to nominated directors 
who hold their positions not in individual capacities but 
in their ex-officio status. In order to bring home to the 
nominated directors their responsibilities for regular 
attendance, we recommend that nominated directors also 
should be brought under this discipline and when such a 
director has absented himself on several occasions so as 
to incur the disqualification stipulated in the bye-laws, 
he will cease to be a director. It will be open there-upon 
for the nominating authority to re-nominate that officer 
but it will have the advantage of bringing pointedly to the 
attention of the nominating authority defaults committed 
by its nominee so that suitable administrative action 
could be taken. 

(iii) It should be obligatory for a nominated director whenever 
he finds the committee taking a decision which is contrary 
to the best interests of the society to express his opinion 
clearly to the committee and where he is overruled he 
must record a minute of dissent. If he does not do so, he 
must be presumed to have acquiesced in the decisions of 
the committee and must be held jointly responsible with 
other directors for any harmful consequences which may 
follow from such decisions. 

(iv) Nominated directors should not be exempted from the 
operation of the provision regarding surcharge and other 
penalties which are applicable to elected directors. 

(v) It should be incumbent on the nominated directors to 
maintain vigilance to ensure that (a) general meetings 
are held regularly, (b) arrangements for election are made 
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in time, (c) accounts of the society are maintained up-to- 
date and (d) meetings of the managing committee are 
held at intervals prescribed in the bye-laws. If inspile of 
bis best efforts a nominated director finds that the com¬ 
mittee of management is acting contrary to the rules and 
bye-laws in the matters, he must quickly bring it to the 
notice of the nominating authority as well as to the higher 
level federal body. On such report being received, the 
higher level federal body must exert pressure to ensure 
compliance by the committee of the affiliated society with 
the rules and regulations and the higher departmental 
authority must set in motion the appropriate legal and 
administrative remedies. 



CHAPTER V 

AUDIT AND SUPERVISION 

The importance of audit arises from two considerations. Firstly it 
is an indicator of the financial health of a cooperative society and 
enables the members to know whether the management of the society 
has been functioning in the manner best suited to serve the interests 
of the Society, Secondly, and this is specially important in a cou ntry 
like India where statu patronage is extended to cooperatives cn a 
substantial scale, audit is necessary to maintain the public image cf 
cooperation and to assure the state and the general public that the 
movement is proceeding on right lines. 

2. It is worthwhile to consider at this stage what audit means, and 
what are the essential tasks which audit must perform. The 
Maclagan Committee on Cooperation in India (1915) had gone into 
this question and expressed the view that audit meant ‘not merely the 
preparation of the balance sheet of societies but also a sufficient 

check_of the material assets of the members'. “The audit should 

in our opinion extend somewhat beyond the bare requirements of 
the Act and should embrace an enquiry into all the circumstances 
which determine the general position of a society. It would for 
instance be the dutv of the auditors to notice any instances in which 
the Act. Rules or bye-laws have been infringed: to verify the cash 
balance and certify the correctness of the accounts; to ascertain that 
loans are made fairly, for proper periods and objects, and on adequate 
security; to examine repayments in order to check book adjustments 
or improper extensions; and generally to see that the society is work¬ 
ing on sound lines and that the Committee. *he officers and„ the 
ordinary members understand their duties and responsibilities.” 

3. Audit of cooperative societies may be of two kinds—‘financial 
audit’ and ‘methods audit’ (Cooperative Management and Administra¬ 
tion. International Labour Office. 1960). The basic form of coopera¬ 
tive audit is financial, aimed at ascertaining whether, and to what 
extent, the transanctinns of a society have been conducted fairly and 
honestly, keeping in view the generally accepted norms of business 
prudence. But the financial audit has to be supplemented by the 
methods audit which goes into the procedural and administrative 
arrangements obtaining in a society to ascertain whether a proper 
relationship has been struck between the volume and complexity of 
the business of a society and the size and qualitv of the personnel 
engaged to handle it. It is needless to mention '.hat the latter farm 
of audit assumes great importance in respect ot.societies undertaking 
complicated activities such as industrial production or consumer 
service covering a variety of items, in which optimum man power 
utilisation is of the highest importance to keep down the cost per 
unit of goods produce'! or service rendered. 

4. While the two kinds of audit mentioned in the fore-going para¬ 
graph are essential, we consider it of the utmost impoitance . ,hat 
audit should also embrace a scrutiny as to how for the activities of 
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a society conform to cooperative principles and to what extent th& 
benefits of a society have accrued to the weaker or smaller among 
its member. More emphasis on financial soundness—important as it 
is—cannot be enough for a cooperative society as it can be for a 
joint-stock company. It is to be accompanied by an equally strong 
emphasis on the observance of cooperative character, including an 
active promotional interest in cooperative education among its 
members to the extent that the resources of the society permit. 

5. In the light of our general observations above, we recommend 
that the auditor should make it a point to mention in the audit report 
whether any instance of departure from the principles of coopera¬ 
tion has been noticed; whether the weaker or smaller members of a 
society have been able to participate in its benefits and services to a 
substantial extent; and whether within the limitation of its resources 
the society has tried to promote cooperative education amongst its 
members and to promote the cooperative education programme in 
general. We further recommend that the existing criteria for audit 
classification, in terms of financial and physical performance, should 
be modified to give due weightage to the basically cooperative 
aspects of a society’s working. Otherwise the classification assigned 
audit will not truly reflect the nature of a society viewed in the totality 
by of its working. In this connection we are reminded of the example 
of one cooperative marketing society visited by us which was classi¬ 
fied as ‘A’ for several consecutive years on the basis of profits earned, 
even though it had many producer-cum-traders in its membership 
and more than 50 r r of the produced handled by it was received not 
from the producer-members direct but through traders. 

6. Having given our recommendation as to what should be the 
nature and scope of audit,, we now proceed to consider the basic 
requirement for efficient and timely audit of the kind we have 
envisaged in the fore-going paragraph. The Committee on Cooperative 
Administration (1963) which went into the question in detail found 
that the picture then obtaining in the country was none too satis¬ 
factory. At the beginning of the cooperative year 1961-62, there were 
3,28,247 societies due for audit, out of which 30,512 societies were due 
for audit for more than two years. During 1961-62. 2,65,535 societies 
were audited including 16,134 which had been pending for two years 
or over, leaving an arrear of 62,712 societies. In the next year 1962-63, 
out of 3,34,681 societies remaining to be audited at the beginning of 
the year 2,76,203 were audited, leaving an arrear of 58,478 societies. 
There were 24.126 societies at the beginning of 1962-63'audit of which 
was pending for tw T o years or over, and of them only 13.502 were 
audited during the year. 

7. Apart from remarking about the inadequacy of audit staff, the 
Committee on Cooperative Administration also observed as follows: 
“We were informed that in some States although the position 
appeared to be satisfactory from the point of view of completion of 
audit, the quality of audit had deteriorated. In the Department’s 
eagerness to achieve the programme, either a larger number of 
societies were allotted to auditors than they could be expected to 
handle efficiently or the audit of institutions normally assigned to 
senior officials had to be entrusted to auditors at lower levels, with- 
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out the requisite experience.” (Chapter VI—para 18). The recom¬ 
mendations of the Committee to improve this state of affairs broadly 
fall into two categories—(i) organisation of an audit wing headed by a 
Chief Audit Officer directly responsible to the Registrar of Coopera¬ 
tive Societies and not connected with administrative inspection and 
supervision of societies; (ii) appointment of adequate number of audit 
staff according to certain yardsticks. Our present information is that 
in all the States except Uttar Pradesh audit is the statutory responsi¬ 
bility of the Registrar and in several of the States the constitution of 
a separate audit wing headed by a Chief Audit Officer has already 
taken place. Inadequacy of audit staff is still a problem in many 
States, but by and large state governments have been moving in the 
direction of sanctioning adequate staff on the basis of Ivlenta Com¬ 
mittee’s recommendations. 

8 In India by and large the svstem of audit of cooperative societies 
has been traditionally one of audit by government staff controlled by 
the Registrar of Cooperative Societies. In the Punjab, under the 
earlier Cooperative Act. the position was that the accounts of every 
society were to be audited at least once a year through an authority 
or agency other than officers under the control of the Registrar. This 
has been changed by the new Act. In Uttar Pradesh audit has conti¬ 
nued to be the responsibility of the France Department of Govern¬ 
ment. The recommendation made by the Conference of State 
Ministers of Cooperation in 1955 in favour of audit being under the 
control of the Registrar has however set the general pattern which 
is now being followed practically all over the country except in 
Uttar Pradesh. 

9 In our opinion, there are two essential requirements to be 
fulfilled bv the audit agency if it is to carry out audit of the kind we 
have envisaged. Firstly, for conducting audit there must be adequate 
and trained staff, the training being a comprehensive one covering 
not onlv the principles and practices of financial audit but also a 
knowledge of the principles and practices of cooperation. Secondly, 
the staff must be independent both of the institution whose accounts 
are to be audited as well as of the government department which is 
administratively incharge of the institution concerned. While atten¬ 
tion has been paid increasingly towards the fulfilment of the first 
requirement by wav of strengthening the audit staff in all the states 
and providing‘suitably training programme, we feel that the second 
aspect viz the independence of the audit agency, has not been given 
enough attention so far. The idea of an audit agency independent of 
the Registrar is not however entirely new in this country. To some 
extent it had been recognised bv the Maclagan Committee which 
recommended that the original 'audit of primary societies should be 
carried out by a staff maintained by cooperative institutions them¬ 
selves. The Committee observed. “We deprecate the creation of a new 
government department on a large scale to carry out audit, both 
because it is undesirable to let loose in increasing number, a new set 
of Government officials on the villages, and because the officialisation 
of the work might breed a sense of hostility towards audit generally 
on the part of the societies. The staff would indeed be empowered 
bv the Registrar under the Act to undertake audit work and would 
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remain under his ultimate control; but the appointment, transfer and 
dismissal of all auditors should, as far as possible, be made in 
accordance with the recommendations of cooperative institutions, 
and the pay of the staff should be provided by the movement and 
not by Government.” (Report, para 94). 

10. It is well-known that in many foreign countries advanced in 
cooperation audit is in the hands of federal cooperative institutions. 
In Germany towards the end of the last century cooperatives set up 
their own auditing unions. These were federations of primary societies 
formed with the sole purpose of providing themselves with an audit¬ 
ing service. This system was subsequently adopted in many other 
countries. Apart from this system, many cooperatives in foreign 
countries appoint private professional auditors for auditing their 
accounts. This is prevalent, in a very limited measure in India also. 

11. The Committee on Cooperative Law (1957) had examined the 
question whether in India audit should be entrusted to an authority 
independent of the Registrar and observed as follows.—"The desire 
to keep audit beyond the purview of the Registrar and his staff 
largely springs from an impression in some quarters that the Coopera¬ 
tive Department manages the affairs to cooperative societies. This 
impression is due to the fact that in some States the Registrar of Co¬ 
operative Societies are Presidents of State Cooperative Institutions 
and their deputies are presidents of Central Cooperative Institutions. 
It is also due to the fact that supervision over cooperative societies 
in some States is exercised by the Cooperative Department. It has, 
however, been recognised by the Government of India and by the 
State Governments that the presidentship of the State and central 
cooperative institutions should be handed over to non-official members 
of these institutions as early as possible. We also note that the Rural 
Credit Survey Report and the Reserve Bank of India have recom¬ 
mended that supervision over cooperative societies should be 
transferred to cooperative financing banks. In these circumstances, 
when audit is left in the hands of the Registrar, there will be no 
occasion for the criticism that those who run or supervise cooperative 
societies are auditing their own accounts.” 

12. There is, no doubt, some force in the reasoning which led the 
Committee on Cooperative Law to advocate that audit should be the 
statutory responsibility of the Registrar. The Mehta Committee on 
Cooperative Administration has also recommended that audit should 
be the statutory responsibility of the Registrar, that there should be 
a separate audit wing headed by a Chief Audit Officer under the 
over-all control of the Registrar and that the audit officers at higher 
level should not be generally interchangeable with administrative 
officers. Historically speaking, in the initial stages of the growth of 
the cooperative movement, combination of audit as well as adminis¬ 
tration under the Registrar of Cooperative Societies, who was con¬ 
sidered as the friend, philsopher and guide of the movement, was 
perhaps unavoidable. But this does not mean that audit should 
necessarily remain the statutory responsibility of the Registrar for 
an indefinite period of time. Even though the Registrar of Coopera¬ 
tive Societies in most States is not responsible for supervision of 
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several categories of societies it cannot be said that supervision of all 
kinds of societies has actually passed to the respective federal 
institutions in all the States, in fact, apart for the credit and market¬ 
ing sectors, most other functional cooperatives have not yet been 
able to build up their state and national federations with the result 
that supervision in a general way over such societies continues to 
be the responsibility of the Registrar. Moreover, supervision apart, 
the administrative duties of the Registrar as well as the promotional 
role with the Registrar is expected to play would, in our opinion be 
considerably handicapped if the Registrar continues to be burdened 
with the responsibility for auditing those very institutions regard¬ 
ing which he has plaved an important part in sponsoring and promot¬ 
ing. Under the plan programmes, targets are laid down and new 
societies are formed and existing societies are encouraged to under¬ 
take expansion of their activities. In order that there can be an inde¬ 
pendent scrutiny of the financial activities as well as the general trend 
of working of these societies, it is desirable that their audit should be 
done by ,m agenev independent of the Registrar. This will have 
three advantages; firstly, independent audit will inspire greater confi¬ 
dence in its findings; secondly, the findings of an independent audit 
will facilitate taking of an objective view regarding the trend of 
the movement; thirdly, the Registrar who is at the moment saddled 
with regulatory, promotional as well as audit functions, will have 
greater time to attend to regulatory and promotional functions when 
he is relieved of the work of audit. 

13. For the considerations set out in the foregoing paragraph, we 
recommend that audit of cooperative institutions should be 
entrusted to an agency independent of the Registrar of Cooperative 
Societies. This agency can be set up somewhat on the lines of the 
agency for Local Fund already existing in many states and it can 
be controlled either by the State Finance Department or by the 
Development Commissioner of the State. In this connection, we would 
like to recall the recommendation of the Rural Credit Survey Com¬ 
mittee in favour of audit being placed under the control of the 
Development Commissioner rather than the Registrar in those States 
where there was a Development Commissioner. This in our opinion, 
will promote impartial and objective audit of the accounts of coopera¬ 
tive institutions and enable the government as well as the coopera¬ 
tive movement to have a better assessment through the findings of 
audit of the trends of development in cooperation. This will also 
eventually pave the way for the taking over of audit by the coopera¬ 
tive societies themselves by organising separate audit unions, as in 
West Germany, or by assigning it to the state cooperative unions and 
the National Cooperative Union. This is a step towards the ultimate 
goal of the cooperative movement attaining self-regulation in the 
fullest sense of the term. We suggest that a pilot project in a care¬ 
fully selected area may be undertaken. 

14. While we do not envisage the cooperative movement as a 
whole taking on itself in the near future the responsibility of audit, 
we are definitely of the view that in the matter of supervision, the 
federal societies will have an increasingly larger role to play. This 
is an essential pre-requisite for building up self-reliance within the 
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cooperative movement. In the words of the Maclagan Committee, the 
work of "supervision” implies the duty of instructing the members 
in cooperative principles and the propagation of the movement by the 
organisation of new societies... .The supervisor is concerned to see 
that the work of the society is not only business-like and up-to-date 
but genuinely cooperative. (Para 98 of the Report). We consider it 
of the utmost importance that the scope and meaning of supervision 
should be widely understood, and the responsibility of the federal 
societies in this regard clearly recognised. In the credit sector, which 
is the oldest organised sector within the cooperative movement, 
supervision over the primary societies has been assumed by the 
central cooperative banks in most of the States. In the non-credit 
sector, much remains to be done in this regard. 

15. In the effort for building up self-reliance within the coopera¬ 
tive movement, the assumption by the federal societies of the 
responsibility for supervision over their affiliated constituents is 
crucial for the following three reasons. Firstly, this will provide a 
sense of belonging to each other, so that the primary, the central 
and the apex feel themselves to be part of one integrated structure. 
Secondly, each higher body through the medium of supervision can 
take promotional interest in propagating the movement, as well as 
protective interest in looking after a constituent society in distress. 
Thirdly, this will pave the way for the eventual transfer of some of 
the statutory functions of the Registrar of cooperative societies which 
the federal societies are best fitted to discharge. 

16. We, therefore, recommend the adoption of a positive policy of 
enabling higher level societies to supervise the work of their consti¬ 
tuents. As a corollary to this policy, we recommend the following 
two steps—(i) formation of central and apex societies in those co¬ 
operative sector where they do not exist at present (ii) building up 
cadres of qualified and trained personnel at apex and central levels 
for effective discharge of the supervisory and other responsibilities, 
including the lending of staff on deputation basis to lower level 
societies. We are aware that there is some mis-apprehension about the 
idea of cadres of personnel as being inconsistent with the principle 
of autonomy of each society in its internal affairs. We are however 
of the view that autonomy can be fully safeguarded by ensuring 
that when an officer belonging to a cooperative cadre is sent to serve 
a society, he is lent on deputation basis and is subject to the discip¬ 
linary control of the managing committee of the society. Moreover, 
the cadre itself may be controlled by a committee in which the fede¬ 
ral body as well as its constituents are represented. If such an arrange¬ 
ment leads to any loss in autonomy, it is also capable, in our opinion 
of leading to a greater gain in efficiency of management and integra¬ 
tion of the movement. 



CHAPTER VI 

RESOURCES FOR CO-OPERATIVES 

One important aspect of our study relates to the question of promo¬ 
ting the cooperative movement on a self-reliant basis. The basic 
ingredients of self-reliance, in so far as the cooperative movement is 
concerned, are the following: (i) autonomy of each society in its 
internal management, the authority in this regard being vested in its 
elected committee, subject to the overall control of the general body 
of members; (ii) mutual inter-dependence between a primary and its 
central society in matters financial, administrative and technical, 
dependence on agencies outside the cooperative structure being prog¬ 
ressively reduced to the minimum; (iii) ability of the movement as a 
whole to look after the needs of the constituent members and 
mutually provided the services essentially needed by all of them 
Such a concept of self-reliance also pre-supposes a balanced growth 
of the various sectors of the movement. If some sectors remain rela¬ 
tively underdeveloped, they retard the growth of the movement as a 
whole. A system of inter-relation and inter-dependence is basic to 
the integrity of the movement, and without this integrity there can 
be no self-reliance. 

2. Under the conditions obtaining in India today, self-reliance in 
financial terms cannot be equated with non-dependence on sources 
outside the cooperative movement. We have no doubt that the State 
and the various public sector financing agencies such as the Reserve 
Bank of India, the State Bank of India, the Life Insurance Corpora¬ 
tion, the Industrial Development Corporation, the Agricultural 
Refinance Corporation etc. will have to play an ever increasing role 
in providing resources to the cooperative movement. To a substantial 
extent, resources have been flowing into the movement in the credit 
sector from the Reserve Bank of India, which had set up a separate 
department to look after agricultural credit and over the years has 
built up an organisation for inspection and supervision of coopera¬ 
tive banks and societies. Out of the total credit disbursed in 1963-64 
by the primary cooperative credit societies for agricultural purposes 
resources borrowed from the Reserve Bank constituted about 45 per 
cent. 

3. In a developing country like India, the State has a necessary 
role to play in promoting the cooperative movement so as to enable 
it to play its part in supporting the programmes of development 
written into the five years plans. While the objective of planned deve¬ 
lopment has to be fulfilled, the growth of the cooperative movement as 
a people’s movement has also to be keot in view. There should really 
be no conflict between the two. The State should promote and assist 
the cooperative movement instead of trying to control it. The move¬ 
ment must be a people’s movement, and governmental assistance 
should be such as helps it in its growth and not stifles it by inter¬ 
ference and control. In pursuance of the policy of promoting the co¬ 
operative movement, the Central and State Governments in India 



51 


have been providing financial aid in various forms such as (i) sub¬ 
scription to the share capital of cooperative societies; (ii) loans to 
cooperative societies; (iii) guarantee in favour of cooperative societies 
for the repayment of loans and advances given to such societies by 
The Reserve Bank or other financing agencies; (iv) grants and sub¬ 
sidies to cooperative societies. Besides these forms of direct State 
assistance, there are also various tax concessions given to cooperative 
societies under the Central and State laws. 

4. The fairly substantial financial assistance provided by the 
Central and State Governments to the cooperative movement over the 
last decade, and the efforts made by the cooperatives themselves to. 
increase their resources by way of share capital and deposits, have 
contributed to bring about significant progress in the sphere of co¬ 
operative agricultural credit. This is demonstrated by the fact that 
from a bare 3 p.c. of the total rural credit provided by the coopera¬ 
tives at the time of Rural Credit Survey in 1951-52, the share of the- 
cooperatives went up to 17 p.c. in 1961-62 as revealed by the All-India 
Debt and Investment Survey. In terms of cultivating families, co¬ 
operative credit accounted for about 25 p.c. of the total borrowings 
of cultivating families in 1961-62. The following features of the credit 
operations of agricultural cooperatives do, however, suggest that 
there is a lot more to be done. 

(a) The all India average percentage of borrowing members vis- 
a-vis total numebr in 1963-64 was only 47—Maharashtra had the 
highest average—63 p.c. and Assam the lowest—5 p.c. In 1962-63, the 
all-India average had been 48 p.c. 

(b) Whereas the membership of primary credit societies increased 
since 1960-61 up to 1963-64 by 42 p.c. the total credit disbursed during 
the period increased by 43 p.c. 

(c) By the end of the third plan period, the coverage of agricul¬ 
tural families is expected to be 45 to 50 p.c. only. If the percentage 
of borrowing members remains at 47 as it was in 1963-64, then only 
25 p.c. of agricultural families would get credit from the cooperatives 
m the last year of the third plan. Cooperatives will, therefore, have 
to go a long way before they can fulfil the credit needs of all agri¬ 
cultural families in the country. 

(d) Long-term credit disbursement up to 1963-64 was significant 
only in the States of Maharashtra, Gujarat, Madras, Andhra Pradesh 
and Mysore. This shows that while irrigation works have brought 
more land under irrigation during the last decade, supporting invest¬ 
ment in land development so as to obtain the maximum return from 
:rrigation has not been possible. 

5. We understand that an overall assessment of the requirements 
of agricultural credit for the country' as a whole is not available. We 
also understand that in considering the credit targets in the fourth 
five year plan attention has so far been paid not so much to devising 
measures for satisfying the credit needs of every cultivator as to an 
examination of the capacity of the cooperaitve credit institutions to 
raise larger resources by way of share capital and deposits and their 
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corresponding capacity to take increased borrowings from the Reserve 
Bank according to the existing criteria. We have been informed that 
recently an assessment of the overall credit requirements has been 
taken on hand and the subject is now engaging the attention of the 
Committee on Cooperation of the Agricultural Production Board. We 
are glad to find, however, that efforts have already been initiated by 
the Government of India, the Reserve Bank, the State Governments 
and Cooperative Banks to implement the crop loan system accord¬ 
ing to which credit should be production-oriented rather than security 
based, the production programme itself offering the best guarantee 
for utilisation of the loans and timely repayment of the loans. We 
feel doubtful, however, whether the resources available to the credit 
structure will be adequate to meet the possible demand on crop loan 
basis. As we can see it, the problem of resources in the field of agri¬ 
cultural credit is likely to be a difficult one in the fourth plan and 
we do not think that it can be solved unless the State is prepared 
to help in a big way. 

6. The following considerations are also relevant in this context: 

(a) Long-term loans through the cooperative structure have been 
scarce in most States. Even those States where the land mortgage/ 
development banks have done well in the last few years are now 
finding it extremely difficult to raise the necessary resources to 
support their large programmes. The support which was so long avail¬ 
able from the public sector financing agencies seems to be dwindling 
in relative proportion, though not in absolute amount. 

(b) In many States the need has been felt of larger resources for 
medium-term loans. Over the country as a whole, the proportion of 
medium-term loans vis-a-vis short-term loajns in 1963-64 was only 
about 1:9 . In the tentative fourth plan target of Rs. 650 crores as short 
and medium-term loans in the last year of the plan, medium-term 
loans are to be about Rs. 100 crores or about 15 p.c. The genuine needs 
for medium-term loans for such purposes as purchase of bullocks, 
small repairs to bunds etc. have to be met. In those States where the 
long-term structure is not well-developed, cultivators naturally turn 
to the short and medium-term structure for loans which might 
ordinarily be treated as long-term; this for some years may be un¬ 
avoidable, till the long-term structure is built up. 

(c) Considering that only about 47 p.c. of the members borrowed 
in 1963-64, and taking into account the increased membership and 
the increased borrowing based on production needs as envisaged 
under the crop loan system, the short-term requirements of credit 
are likely to be much larger in the fourth plan period than what the 
credit structure has been catering for so far. 

7. Resources for the other sectors of the cooperative movement are 
also limited or scarce. Even the other activities covered usually under 
the wider definition of agriculture, such as animal husbandry and 
dairy and fishery, have been suffering from a shortage of finances. 
Those activities are mostly undertaken by the poorer sections of the 
community, for whom the cooperative form of organisation should 
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be able to bring the benefits of timely finance at reasonable rates of 
interest. But these activities are not generally considered credit-wor¬ 
thy by the cooperative structure, possibly because the Reserve Bank 
does not provide finance for such activities unless they are undertaken 
jointly with cultivation of land, and the resources of the cooperative 
credit institutions are usually not large enough even to meet the 
needs of cultivation which traditionally have the first claim on them. 
In the field of industries, very little cooperative finance is available. 
Even for agricultural marketing and processing, shortage of finance 
is being increasingly felt. Industrial and processing societies have 
found it difficult to obtain working capital (leaving aside coopera¬ 
tive sugar factories which stand in different category). It is not with¬ 
in our terms of reference to attempt an assessment of the require¬ 
ments of resources for different sector of the cooperative movement 
and to suggest solutions. But we consider the position of resources as 
directly relevant to the growth of the cooperative movement towards 
self-reliance, and from this point of view we have no hesitation in 
urging that the State should accept a major responsibility in allocat¬ 
ing the requisite resources for the cooperative movement. In a plan¬ 
ned economy which aims at regulating the over-all disposition 
of national resources in terms of priorities for different programmes, 
and which also aims at using the cooperatives as instruments of econo¬ 
mic development, such a conclusion seems to be inescapable. 

8. An important question which arises for consideration against 
this background is this—what should be the best manner of state- 
assistance to augment the resources of the cooperative credit insti¬ 
tutions to enable them to meet the credit requirements of all agri¬ 
cultural families desirous of obtaining cooperative credit to sustain 
their production programmes. The principle of state partnership in 
cooperative credit institutions has already been accepted and it has 
considerably strengthened the capacity of the credit institutions to 
take larger borrowings and to have a cushion against overdues. We 
recommend continuance of the policy of state partnership and 
increased allocations to the Long-term Operations Fund of the 
Reserve Bank, should this be found necessary, to enable the State 
Governments to borrow larger amounts for share capital participa¬ 
tion. Augmentation of the Long-term Operations Fund will also help 
in providing larger medium-term resources to the cooperative credit 
structure through the Reserve Bank. Apart from State partnership 
in the capital, another important way in which the Central and 
State Governments can assist the cooperative credit institutions in 
augmenting their resources is by removing all legal and administra¬ 
tive obstacles which exist at present in varying degrees in almost all 
the States except Maharashtra and Gujarat in the way of local bodies, 
panchayatiraj institutions and statutory corporations using the co¬ 
operative banks for their banking purposes including the deposit of 
their .surplus resources. Along with this, we also recommend that a 
suitable system should be evolved for insuring or guaranteeing the 
deposits of the cooperative banks, so that public confidence in these 
institutions can be assured. 

9. One of the things that is said against the cooperative move¬ 
ment is that there are a great number of societies which have 



54 


defaulted in the repayment of loans advanced to them. If we examine 
this a little further we find that most of these defaults are not due 
to wilful lapses but because of other factors. These loans are short¬ 
term loans but they are used for purposes which should normally 
be catered for by longer-term loans. There is such a paucity in the 
availability of medium-term loans that short-term loans are utilised 
for medium-term needs. This naturally leads to difficulty in repay¬ 
ment. Another reason for over-dues is that even in cases of failure of 
crops due to draught, etc., there is no procedure for postponing re¬ 
payment with a view to avoiding default. Credit Stabilization Fund 
established by the Reserve Bank was meant to remedy this situation. 
But due to various reasons this arrangement has not worked smoothly. 
We recommend that the scope of this Fund should be extended 
considerably and procedures established so that relief may be avail¬ 
able quickly when needed. 

10. The cooperative credit structure at present consists of three 
tiers, primary, central and apex. At the national level, there is no 
cooperative financing institution. The agency at the national level 
which provides financial_resources as well as technical supervision 
and guidance to the apex and central cooperative banks, is the 
Reserve Bank of India which operates through its agricultural 
Credit Department. The report of the Rural Credit Survey which 
examined the question of the necessity or otherwise of setting up a 
separate financial agency at the national level came to the conclu¬ 
sion that such a step was not necessary and this function could be 
efficiently discharged by the Reserve Bank of India. This report had 
examined two distinct sets of suggestions regarding the establishment 
of a separate agency. One of them was the proposal to set up an 
Agricultural Credit Corporation to be set up by each State for itself. 
The other was the alternative of an. all-India Corporation. We may 
reproduce the following extract from the General Report of the All- 
India Rural Credit Survey (abridged edition—page 168-169) : 

“Our conclusion on this point is that the whole problem of 
agricultural credit in India is misconceived by those who think 
that some new institution of credit at the all-India ‘apex’ level 
will make any appreciable contribution to its solution. The prob¬ 
lem is one of development of cooperative organization at all 
levels and especially at the base, and not one of financial and 
administrative re-organisation more or less confined to the top. 
A programme of development so conceived has to be many- 
sided even as it has to be wide-based. In the scheme put for¬ 
ward by us, the Central Government and in particular the State 
Governments and the entire co-operative structure for which 
they are primarily responsible have their respective functions in 
each particular sphere of development, and these functions are 
co-ordinated (1) with the Reserve Bank of India, so far as the 
development of co-operative credit is concerned, (2) with the 
National Cooperative Development and Warehousing Board and 
its auxiliaries for the development of storage. Warehousing and 
cooperative economic activity, especially processing and market¬ 
ing, (3) with the proposed State Bank “of India, as well as with 
the Reserve Bank, for the creation of the needed facilities for 
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rural and cooperative banking and, lastly, (4) with the Central 
Committee for Cooperative Training in regard to the organisa¬ 
tion of the training of the large and varied personnel required.” 


11. The development of cooperative credit, since the publication 
of the report of the All-India Rural Credit Survey, has followed the 
pattern envisaged by the farmers of the report viz., extension of the 
activities of the Reserve Bank to the field of agricultural credit in an 
increasing degree; establishment of the National Cooperative Deve¬ 
lopment and Warehousing Board subsequently split up into the 
National Cooperative Development Corporation and the Central 
Warehousing Corporation, extending their activities to cooperative 
marketing, storage and warehousing; and the State Bank of India 
coming into existence and opening a large number of branches 
all over the country to extend banking facilities to rural areas as far 
as practicable. On the last of the 4 items mentioned in the exrtact 
quoted above, the development, however, has been on a somewhat 
different line. The training arrangements, instead of being looked 
after by the Central Committee for Training attached to the Reserve 
Bank of India, have been entrusted to the National Cooperative 
Union and the State Cooperative Unions. In the sphere of coopera¬ 
tive education and training, therefore, it has been accepted as a 
policy that the national and state federations of the cooperatives 
themselves should assume full responsibility for initiating, supervis¬ 
ing and administering this programme. We have already stated that 
over the last decade since the publication of the report "of the Rural 
Credit Survey and implementation of several of the recommendations 
made in this report by the Central and State Governments, very 
significant progress has been achieved in cooperative agricultural credit 
We have also recorded our view that in order to enable t!ie cooperative 
credit movement to make the maximum effort to reach every culti¬ 
vator and fulfil his credit needs, very substantial resources will have 
to be found by the Government to augment the resources which the 
cooperative movement itself can raise. In this context, it is a matter 
for consideration whether the time has not come for the cooperative 
movement to have its own institution at the national level through 
which the assistance provided by the Central Government can flow 
into the movement. The role which the Reserve Bank has been play¬ 
ing over the last decade is based on certain policy decisions taken 
by the Central Government on the recommendations of the Rural 
Credit Survey, including action taken to amend the Reserve Bank 
of India Act to enable the Reserve Bank to provide medium-term 
loans to the state apex banks for agricultural purposes. In other 
words, there was a conscious decision by the Government of India 
to help the cooperative movement and they chose the Reserve Bank 
of India as the agency best suited for implementing this decision on 
their behalf. The movement has now attained a reasonable degree of 
strength and stability and we feel that the time has come for review¬ 
ing the policy adopted a decade ago, and to initiate steps for the 
eventual establishment of a national cooperative bank which would 
form the apex of cooperative financial structure in the country. This 
would be the logical culmination of a process that has been going on 
for years. It would be through this proposed bank that all finances 
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whether coming from the Government or the Reserve Bank would 
flow into the cooperative movement. This will have the following 
important advantages. Firstly the Central Government will have on. 
cooperative institution at the national level with which it can deal 
so far as cooperative finances are concerned. Secondly, the national 
cooperative bank will be able to build up the required expertise for 
efficient administration of the banking activities and it will be in a 
position to assist the weaker apex banks in times of their need, lhe 
methods of work and general attitudes that such a bank would 
evolve would certainly be more adapted to the peculiar needs and 
outlook of the movement it is going to serve. It is no doubt true that 
some assistance in this regard can be made available even under 
the existing conditions by the Reserve Bank of India but it is certainly 
desirable that the movement should be allowed to build up its 
strength from within and the formation of a national bank can give 
the movement a sense of strength, confidence and mutual inter¬ 
dependence. Thirdly, the credit sector is the oldrest and strongest 
sector in the cooperative movement in India and it will be rather odd 
if this sector does not have its financing institution at the national 
level If the movement is to come to its own, and if a gradual devo¬ 
lution of functions and responsibilities on the cooperative federal 
organisations is to take place, the establishment of a national co¬ 
operative bank, in our opinion, is an essential step. We, therefore, 
recommend that the detaUs of the proposal should be worked out 
by the cooperators themselves as well as by the Government, so that 
a detailed blue print could be produced for general discussion and 
debate There may be many difficulties in the way of the establish¬ 
ment of a national cooperative bank but the impression that we got 
from the large number of people, among whom could be counted 
some holding high and responsible positions, who met us, was that 
an institution of this nature is not only highly desirable but also a 
practical proposition without which the cooperative movement in the 
country would not be able to discharge the heavy responsibilities that 
our progressive policies have put upon it. 



CHAPTER VII 


EDUCATION IN COOPERATION 

For cooperative movement to be self-reliant and to develop on 
sound and healthy lines, it is essential that utmost emphasis should 
be laid on a programme of cooperative education. It has been well 
said that education is deep in the roots of cooperation and without 
education, cooperatives would die. The Rochdale Pioneers had laid 
down among the principles of cooperation that cooperatives should 
set aside a part of their surplus funds for cooperative education. 
“Need for cooperative education is all the greater in developing 
countries where the level of general education of members is low 
and their awareness of affairs in general is limited and they belong 
to a stratum whose poverty or social position has not allowed them 
to take advantage of the schooling facilities that exist. Although the 
specific approaches for the dissemination of cooperative education 
.and the contents thereof would, obviously, be determined by the 
purposes for which a cooperative society is formed and by the parti¬ 
cular audience towards which an educational scheme is directed, it 
must be emphasised that every measure of cooperative education 
confers a number of ‘capital’ benefits upon cooperatives” (extract 
from “Co-operative Education in India”—ICA publication). A noted 
owed is h cooperator observes : “If we had occasion to start Movement 
afresh and if we were given the choice between two possibilities— 
that of starting without capital but with enlightened membership 
and staff or on the countrary, that of starting with a large amount 
of capital and illinformed members—our experience would incline 
us to choose the first course.” 

2. The Principle that cooperative movement should itself under¬ 
take the responsibility for cooperative education has been recognised 
m India only lately. The important decision in the evolution of co¬ 
operative education in India was a recommendation, which was 
accepted by the Government of India, made by the Conference of 
Mate Ministers of Cooperation in 1961 for transferring the responsi¬ 
bility of the entire programme of cooperative training and educa¬ 
tion to the National and State Cooperative Unions. The National 
Cooperative Union of India, in pursuance of this recommendation, 
constituted a Committee for Cooperative Training with effect from 
auiy 1 1962, to take over the work of cooperative training from the 
Central Committee for Cooperative Training which had been consti¬ 
tuted jointly by the Reserve Bank of India and the Government of 
lnaia and was in-charge of this programme previously. 

3. The State Ministers’ Conference had recommended :— 

(1) that the administration of junior cooperative training 
centres should be transferred to the State Cooperative 
Unions which should run them through special com¬ 
mittees appointed with the approval of the State Govern¬ 
ments. 
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(2) that the administration of intermediate cooperative train¬ 
ing centres should be transferred to the State Cooperative 
Unions; in States where it is considered by the State 
Government that the State Cooperative Union would not 
be in a position to take over the intermediate training 
centres, such centres may be run by the organisation to be 
set up at the centre, and 

t3) the organisation at the Centre (i.e. Comittee for Coopera¬ 
tive Training) would run a Central Institute for training 
of senior personnel of departments and cooperative insti¬ 
tutions on an All India basis. 

4. In pursuance of these recommendations, the Committee for 
Cooperative Training has been running the National Cooperative 
College and Research Institute, Poona. Out of 13 Cooperative Train¬ 
ing Centres for intermediate level personnel, those located in the 
States of Madras, Maharashtra, Gujarat and Orissa are administered 
by their respective State Cooperative Unions, the remaining 9 cen¬ 
tres are under the charge of the Committee for Cooperative Training. 
On the 30th June, 1964, there were 66 junior level cooperative training 
centres. These institutions are being run either by the State Govern¬ 
ments or by the State Cooperative Unions though they receive 
guidance from the Committee for Cooperative Training in regard to 
sj’llabus, text books and other teaching material. The training cen¬ 
tres in the States of Rajasthan, U.P., Punjab, Bihar, J&K and the 
Union Territories and Manipur—(12 in all) are still being adminis¬ 
tered by the State Governments. It is important that these centres 
are transferred to respective State Cooperative Unions as early as 
possible so that the objective that non-official bodies should be 
incharge of cooperative education is fulfilled. 

5. While the Committee for Cooperative Training (a Committee 
of the National Cooperative Union of India) and State Cooperative 
Unions have been implementing schemes of training of cooperative 
staff (i.e. departmental and institutional staff) since 1962, the 
National Cooperative Union and the State Cooperative Unions have 
been made responsible since 1957 for education of members and 
office-bearers of cooperative societies as also short period training of 
secretaries. Under the scheme of Member Education, peripatetic 
instructors had been appointed by State Cooperative Unions to take 
classes of cooperative members in villages where the societies were 
located. They also held special classes of managing committee mem¬ 
bers including office-bearers as also secretaries or managers of co¬ 
operative societies. 

6. The pattern of Member Education programme was revised in 
1963 with the following objects : 

(1) to provide cooperative education to a large number of the 
important functionaries and prospective leaders, in the 
principles and practices of cooperation and policies and 
programmes of cooperative development, within a short 
time; 

(2) to improve the quality of instruction by associating the 
block staff with the work of the instructors; and 
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(3) to ensure education of members on a continuous basis 
through the medium of study circles. 

7. For the attainment of the objects it was envisaged that State 
Cooperative Unions would be supported and strengthened organisa¬ 
tionally and financially to enable them to discharge the functions 
intrusted to them. 

8. On the organisational side, for proper implementation of prog¬ 
ramme of member education. State Cooperative Unions would need 
the assistance of District Cooperative Unions. The District Coopera¬ 
tive Unions can assure participation of local cooperators. In a num¬ 
ber of States viz. U.P., Bihar, Andhra, Madras, Kerala, the State 
Governments have yet to give clearance for organisation of District 
Cooperative Unions. They should expedite their decision and there¬ 
after take steps to strengthen them. Elsewhere District Cooperative 
Unions which are mostly weak organisations should be strengthened 
so that they can adequately fulfil the role assigned to them. 

9. The revised programme envisages the appointment of Com¬ 
mittee at the block level by the District Cooperative Unions to chalk 
out the programme of work of instructors and meetings of study 
circles. Such Committees so far have not been organised in most 
States. The importance of these Committees lies in their providing 
institutional arrangement to ensure collaboration of the block staff 
in the implementation of the programme. There is need for State 
Governments and the State Cooperative Unions to take action in this 
behalf. 

10. In order to give a practical bias to member education prog¬ 
ramme, it is necessary to actively involve cooperative business fede¬ 
rations in it. By associating themselves with this programme, these 
bodies would be serving their own interests because cooperative 
education would promote loyalty for them among their members and 
this, in turn, would give a fillip to their business. It should not be 
difficult to work out mechanics of collaboration between State Co¬ 
operative Unions and business federations in regard to this prog¬ 
ramme. 

11. In any programme of strengthening the Cooperative Unions, 
finances come first. At present, the Unions have to depend in most 
States and at the Centre practically solely on government grants. In 
the old Bombay State, the Bombay Cooperative Societies Act 1925 had 
provided for compulsory contribution by societies for cooperative 
education out of their net profits. The model Cooperative Societies 
Bill, framed by the Committee on Cooperative Law (1957), recom¬ 
mended such a provision to be incorporated in the Cooperative Law 
of every State. But the progress in this respect has been slow. The 
new Maharashtra and Gujarat State Cooperative Acts have provided 
for contribution to cooperative education fund. Similar provisions 
have been passed by Punjab, Orissa and Rajasthan legislatures. It 
is noticed, however, that in these States, although the legislation pro¬ 
vides for contribution by societies to education fund, no proper pro¬ 
cedure has been laid down to ensure enforcement of this provision. 
Wherever there is legislative sanction for such a contribution, the 
Registrar should see to it that its implementation is assured. We 



60 


would like to commend the system followed by Maharashtra and. 
Gujarat in this respect. In States where there is no legal provision 
so far, necessary amending legislation should be taken up. It is by 
legal and administrative action on these lines that the finances of 
the union can be placed on a sound footing. 

12. The Unions would never really be the effective and represen¬ 
tative wing of the cooperative movement unless they shed their 
present almost total dependence on governmental assistance. It is 
obvious, however, that it will take time before these bodies develop 
their resources and become self-supporting. During the interim 
period, they must be assisted in a generous measure by the Govern¬ 
ment. Cooperative development in a big way is the goal that the 
Government has set before itself and to this end it has earmarked 
huge funds. That these funds would be better utilised by a well- 
informed and enlightened cooperative membership is beyond any 
doubt. Not only the members of the cooperatives but the public at 
large should also be brought within the purview of cooperative 
education. An informed public opinion is a guarantee for the pro¬ 
per functioning of cooperative societies. It should be ensured that 
these educational activities do not suffer on account of shortage of 
funds. They should have the wherewithals to engage adequate field 
and supervisory staff and to provide them with satisfactory condi¬ 
tions of service. Any assistance given to them may not bring forth 
quick or spectacular results but in the long run it will more than 
repay itself by paving the way for sound cooperative development. 

13. We consider that it would act as a check against the forma¬ 
tion of pseudo societies of a programme of member education pre¬ 
cedes a programme of organisation of societies. That would mean 
that there should be close coordination between the Cooperative 
Department whose duty it is to organise societies and the Coopera¬ 
tive Unions as also corresponding business federations who are 
interested in the programme of member education. The Cooperative 
Department should ensure before a society is registered that the 
sponsorors understand broadly (1) the objectives of the organisa¬ 
tion, (2) the principles on which it is formed, (3) the methods by 
which the objectives are to be achieved and (4) the opportunities 
for participation in working of the society. It should not be difficult 
to devise a proper procedure to give effect to this. 

1.4. There should be a programme also for the education of new 
members. It is noticed that while targets for increase of member¬ 
ship particularly of village societies are laid down in the Plan and 
drives are launched for enlisting them, there is no tie-up of this pro¬ 
gramme with the member education programme. The new member¬ 
ship, therefore, possesses very little cooperative knowledge and 
cannot participate intelligently in the business of the society nor is 
it able to secure them from the society the services that are due to 
it. Proper education of these members will improve the working of 
village societies and ensure their functioning in a broad-based 
manner. Here again, the officials of the Cooperative Department, 
supervisory staff of these bodies and instructors under the Union 
should work hand in hand to initiate new members in cooperative 
pronciples and practices. 
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15. Strengthening of Cooperative Unions is important from 
another point of view also. It is only when they become the focal 
point for a strong and self-reliant non-official leadership, that de- 
officialisation of the movement will come about. While it is their 
responsibility to train the existing office-bearers and managing com¬ 
mittee members in their functions, duties and responsibilities so that 
they carry on the work of the societies with confidence and inde¬ 
pendence, equally important it is for these Unions to swell the 
rank of cooperative workers and leaders and to draw to cooperative 
work enlightened and dedicated person from various walks of life 
particularly from professional classes, academic circles and from 
intelligentsia in general. The movement can free itself from excessive 
dependence upon Government only by devloping responsible and 
self-reliant leadership. From our observations, we have come to a 
definite finding that behind every success story in cooperatives is 
selfless service rendered by one or more public spirited person. Co¬ 
operative training, therefore, should seek to develop qualities of leader, 
ship among members and conditions should be created to enable them 
to function with initiative and enthusiasm. This underlines the 
importance of the role envisaged for Cooperative Unions which have 
to be the nurseries of cooperative leadership. To the extent these 
bodies are strengthened; the movement will become self-reliant and 
self-sustaining. 

16. We attach great importance to this programme of member 
education and consider it basic to the growth of healthy and sound 
cooperative movement. We recommend that the Central Government 
should take steps to gear up the programme in consultation with the 
National Cooperative Union of India and the State Governments and 
take all the action necessary to remove the difficulties that are 
impeding its progress. 

17. We are of opinion that a wider view should be taken of 
education for the cooperators. A vast majority of the total member¬ 
ship of cooperative societies is illiterate. This proportion would 
further increase as the movement proceeds ahead and brings more 
people within its fold. To talk of member education with regard to 
such an illiterate membership is something of a truism. It should be 
a part of our responsibilities with respect to cooperative education that 
literacy campaigns are launched in a big way. Societies should be 
encouraged to engage teachers for their members and their families. 
Funds from the Department of Education for the purpose should also 
be expected. The Planning Commission should formulate a scheme 
whereby funds meant for the propagation of adult literacy are 
channelled into the cooperative movement through the unions and 
down to the smallest society. We would hesitate to suggest that all 
members of the committee of management should be literate, or be¬ 
come literate within some period of their becoming such members, 
though similar provisions do exist in the panchayat raj legislations 
of some States. But we are certainly of one view that a concerted 
and massive programme of adult education in the country can be 
launched through the cooperative movement. It would be a 
tremendous national achievement if the target of imparting literacy 
to the total cooperative membership is achieved. It can usher in a 
revolution of light and learning in rural India. 



62 


18. We have spoken above of member education regarding the 
cooperative movement and also the importance of imparting rudi¬ 
ments of adult education to all the members. It was stressed before 
us that very little information is given by the State Departments of 
Cooperation to the members of legislatures and the general public 
regarding the state of the cooperative movement. This we feel is very 
important. The department should prepare a detailed annual report 
not only containing all the relevant facts and figures but also bring¬ 
ing out the weaknesses in the movement that have come to light 
in the course of the year. This report should be placed before the 
Legislatures who should provide adequate time and opportunity to 
discuss it. It is necessary that the performance and problems in 
spheres like cooperation and Panchayati Raj are properly presented 
and discussed in the legislatures and outside. 



CHAPTER VIII 

SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 

Historical Background 

1. The cooperative movement in India stated as an agricultural 
credit movement and it continued to concern itself primarily with 
agricultural credit activities for many years till the dawn of inde¬ 
pendence. Though some beginning was made during this period to 
extend the movement to other activities like urban ha nkin g con¬ 
sumer service, transport undertakings, and purchase and sale of agri¬ 
cultural commodities, it was only after independence and particularly 
after the rural credit survey that systematic efforts were made to 
extend the movement to diverse economic activities. 

2. During the last decade or so, the cooperative movement has 
shown unmistakable signs of growth. There has been substantial 
progress in cooperative agricultural credit, cooperative agricultural 
marketing and processing, cooperative consumer movement, and 
there has been a diversification of the movement to embrace acti¬ 
vities like village industries, transport, labour, housing and farming. 

3. The movement no doubt suffers from various short-comings 
and defects. Many of them ace more and outcome of deliberately 
accelerated pace of expansion rather than inherent and inevitable 
weaknesses. These could be remedied successfully with vigilant 
administration and supervision at official as well as non-official levels. 

4. The movement as a whole, in our opinion, is proceeding on 

right lines, has thrown up good leadership in various sectors and has 
made itself serviceable to an over increasing membership. It has to 
its credit a vast net-work of societies with millions of sincere 
members which can be energised into a tremendously vibrant force, 
once the necessary financial, administrative and supervisory innuts 
are assured. J * 


Cooperative Principles 

S. The following cooperative principles are essential for the sound 
growth of the movement: 

(i) Open Membership; 

(ii) Democratic Control; 

(iii) Distribution of surplus to members in proportion to their 
transactions; 

(iv) Limited interest on capital; 

(v) Mutual Aid; 

(vi) Thrift and self-help; 

(vii) Promotion of Education; 
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to eliminate societies which have no chances of revival. A programme 
of revitalisation based on a survey of the potential for growth should 
be carried out quickly. 

14. Admission to agricultural marketing societies should be 
restricted only to agriculturists. Traders in agricultural commodities 
should be negligible for admission. 

15. Many of the drawbacks from which cooperative farming 
societies suffer are the results of inadequate pattern of financial and 
other assistance and inadequate preparedness. Any expansion in this 
programme should be preceded by careful planning. 

16. A labour cooperative should not admit a contractor as a 
member. Admission of non-labourers other than contractors to the 
membership may be allowed up to 5 per cent of the total member¬ 
ship subject to a maximum of 5 in a society. A well-developed 
labour cooperative movement would make for economical and effi¬ 
cient execution of government works. It would tend to bring down 
construction costs and break up the vicious hold of the contractor 
system. It is, however, found that labour cooperatives have not 
generally been able to elicit support and sympathy of the government 
departments. A re-orientation of policy and outlook is very much 
called for in this respect. 

17 Admission to transport cooperatives should be restricted to 
workers, traders and mechanics. Persons who have their own trans¬ 
port business should not be allowed membership. Others may be 
allowed up to 5 per cent of the total membership subject to a maxi¬ 
mum of 5 in a society provided they are prepared to work for the 
society and promote its growth. Lack of finances has often impeded 
the growth of genuine transport societies and special attention of the 
government is necessary to this aspect. 

18. They have been many malpractices in the cooperative housing 
programme. This is a sector of the movement which has done 
much to tarnish the image of cooperation. People of small means 
should be the primary beneficiaries of cooperative housing prog¬ 
ramme. The safeguards we have suggested in our report should be 
vigorously implemented. 

19. Traders in consumer commodities should not be admitted in¬ 
to the membership of consumer societies. A consumer society should 
try to build up mutual loyalty between the members and the society. 
There should be a tie-up between the consumer movement and the 
marketing movement so that an integrated attempt is made at satis¬ 
fying the needs of the consumers as well as the producers. 

20. Membership of industrial societies should be confined to 
workers and artisans, and such other persons who may wish to serve 
an industrial society faithfully. The number of the latter type of 
members in an industrial society should not exceed 5 per cent of the 
total membership subject to a maximum of 5. Persons who run 
industries of their own should not be allowed to join a society under¬ 
taking similar industrial activity. 
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Vested Interests 


21. Enforcement of the principle of open membership is a vital 
Chech against the growth of vested interests. There must be a pro- 
vision for appeal against refusal to admit a member, such appeal 
should be heard and decided by a committee at the district of state- 
level, as the case may be, consisting of representatives of the co¬ 
operative federal bodies concerned and of the Registrar. 


-^.Sanction of loans in favour of the members of the managing 
committee of a credit society and their relatives should be reported 
to the general body in its next meeting for information. Cases of 
default in lepayment of such loans should also be similarly reported. 

23. We do not favour imposing statutory restriction regarding the 
number of terms that a person may hold office in the committee of 
management, or the number of societies in which office may be held 
simultaneously by a person. The general body of each society must 
be the final authority to decide such things. It would, however, be a 
welcome step if some convention is gradually evolved in this direc¬ 
tion from within the movement. 

24. The practice of holding annual elections for electing the full 
committee or replacing a few members who retire by rotation is in 
our opinion, inconvenient. We would prefer a gap of at least two 
years between one election and another in the same society, whether 

or Meeting the full committee or a few members. We suggest 
this because the holding of election in a society every year keeps up 
a sort of election atmosphere throughout the year and does not 
enable the committee members to settle down to their work. 

25. Conscious efforts should be made by the Committee members 
to associate the general members in the management of the affairs 
of a society. Formation of sub-committees to which general members 
can be co-opted will be a helpful step in this direction. A sense of 
participation among the general members should be fostered 


26. Delays in holdin elections to the committee of management 
usually arise due to non-receipt of audit reports, non-preparation of 
accounts and wilful default made by the committee in arranging 


27. Arrangement for audit must be tightened up and concurrent 
audit provided m all big institutions with heavy transactions Dates 
must be prescribed for keeping the accounts ready for audit and 
members of the committee of management must be answerable for 
non-compliance. Penal provisions such as apply to Directors of 
Companies should be made in the cooperatives law and applied to 
bigger cooperatives who can afford to maintain qualified people to 
write accounts. 


28. Holding of elections to the committee of management is the 
function of the general body meeting. Meetings of the general body 
must, therefore, be held regularly both for considering the 
accounts of the society and also for holding election. This will 
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be a check against growth or continuance of vested interests. The 
committee members must be answerable for not holding the gene¬ 
ral meeting in due time and penalty for non-compliance should be 
provided in the cooperative law. 

29. We do not consider it necessary to set up a separate election 
machinery for conducting elections to cooperative institutions nor 
do we think this function should be taken over by the cooperative 
department. Cooperative institutions should continue to conduct their 
own elections as they have been doing in the past. The federal bodies, 
however, should keep watchful eyes over their constituents and 
should depute observers to watch election proceedings in the consti¬ 
tuent societies. Any irregularities coming to the notice of the observer 
should be promptly reported to the federal body and to the Regis¬ 
trar. If an election dispute comes to the Registrar, due note should 
be taken of the contents of the observer’s report before the Registrar 
comes to a decision. 

30. Societies should follow a clear structural pattern i.e., a primary 
society should consist of individual, a central society should consist 
of primaries, an apex society should consist of central societies and 
a national society should consist of apex societies. Individual members 
should not normally be allowed in central or apex or national 
societies. 

31. In the committee of management of a federal society, all 
important interests reflected by member societies should be repre¬ 
sented. For this purpose constituencies should be delimited and seats 
allocated on territorial or functional basis. 

32. Nomination by government to the committee of management 
of a society should be kept to the minimum and in any case the nomi¬ 
nation should not exceed one-third of the committte members or 
three which ever is less. Only government servants should be nomi¬ 
nated and not any non-official. 

33. A code of conduct should be evolved for the nominated direc¬ 
tors in order to ensure that they realise their responsibilities and 
discharge them in the best manner possible. In evolving such a code 
of conduct the important points to be kept in mind are; (i) regular 
attendance in committee meetings; (ii) recording a minute of dissent 
when the nominated director considers the decision of the majority 
to be wrong or harmful for the society; (iii) bringing nominated 
directors within the same discipline regarding surcharge and other 
penalities as is applicable to elected directors. 

Audit and Supervision 

34. Audit should embrace a scrutiny as to how far the activities 
of a society conform to cooperative principles and to what extent 
the benefits of a society have accrued to the weaker or smaller 
among its members. More emphasis on financial soundness is not 
enough. Whether the society takes active promotional interest in co¬ 
operative education is also one of the points to be looked into. 
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35. Audit machinery should be strengthened in all states on the 
basis of the yardsticks suggested by the Committee, on Cooperative 
Administration as a matter of high priority. 

36. In order that audit may be more objective and may provide a 
faithful indicator of the trends in the cooperative movement, it 
should be entrusted to an agency under the government but inde¬ 
pendent of the Registrar. This agency may function under the Finance 
Department or on the lines of the organisation of Local Fund Audit. 
This will be a step in the direction of audit being finally taken over 
by the cooperative themselves who may form audit unions of entrust 
this to the state cooperative unions and the National Cooperative 
Union. While, therefore, audit may be generally entrusted to an 
independent agency in each state under the state government, a pilot 
project in a carefully selected area may be undertaken for having 
audit done by cooperatives themselves through a suitable machinery 
devised for the purpose. 

37. Federal cooperative bodies should increasingly take more 
responsibilities for supervision of the activities of their primary 
constituents. Assistance should be given to them by government to 
maintain adequate supervisory staff for this purpose. Efficient super¬ 
vision by federal societies will pave the way for the eventual transfer 
of some of the statutory functions of the Registrar to them. 

33, Central and State Governments should follow the policy of 
promoting and strengthening central and apex societies in those co¬ 
operative sectors where they do not exist at present or exist as weak 
bodies. They should help the central and apex societies to build up 
cadres of qualified and trained personnel for effective discharge of 
the supervisory and other responsibilities. 

Resources for Cooperatives 

39. Central and State Governments should come to the assistance 
of the cooperatives in a big way. The existing policy of state partner¬ 
ship in cooperative societies should continue. The Long-term Opera¬ 
tions Fund of the Reserve Bank should be augmented, if necessary, 
to enable state governments to borrow larger amounts for share 
capital participation. 

40. Adoption of the crop loan system by agricultural credit 
societies over the entire country is essential for meeting the credit 
needs of cultivators. This will however, lead to an increase in the 
credit requirement. We suggest that an overall assessment of credit 
requirement short, medium and long-term should be made. Generally, 
there is a shortage of medium and long-term resources and these 
require to be augmented during the Fourth Plan. 

41. Cooperative Institutions should be enabled to collect more 
deposits by removal of legal and administrative obstacles which at 
present prevent local bodies, statutory corporations etc. from using 
cooperative banks as their bankers. A suitable system of insuring or 
guaranteeing the deposits should be evolved so that public confidence 
in these financial institutions may be assured. 
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42. As a logical culmination of a process that has been going on 
for years, stens may be initiated for setting up a national coopera¬ 
tive bank which would form the apex of the cooperative financial 
structure in the country. All finance to he provided by the Central 
Government as well as by the Reserve Bank of India may now to 
the cooperative movement through this national institution, -liiis will 
be a stem in the direction of promoting self-reliance within the co¬ 
operative movement. We recommend that details of the proposal may 
be worked out and a blue-print prepared by cooperators themselves 
as well as the government. 


Education in Cooperation 

43 . For the cooperative movement to be self-reliant and to develop 
on sound and healthy lines utmost emphasis should be laid on the 
programme of Cooperative Education. 

44. The National Cooperative Union and the State Cooperative 
Unions should take complete responsibility for running the training 
institutions. The training centres in several states which are still 
administered by state government should be transferred to the con¬ 
cerned state cooperative unions as early as possible. 

45 It is essential that societies should contribute to Cooperative 
Education Fund out of their net profits. Those states which have not 
yet made legal provision for this purpose should do so quickly. The 
pattern followed in Maharashtra is commended to other states in this 
regard 

46. It will, however, take time before cooperatives develop their 
own resources and become self-supporting so far as training arrange¬ 
ments are concerned. They must, therefore, be assisted in a gene¬ 
rous measure by the government for several years to come. 

47 The Member Education Programme is of basic importance in 
the promotion of the cooperative movement. The revised programme 
which has been chalked out should be implemented vigorously. For 
this purpose formation and strengthening of district unions and for¬ 
mation of committees at the block level are essential steps to be 
taken. 

48 . In order to give a practical bias to Member Education Prog¬ 
ramme, it is necessary to actively involve cooperative business 
federations in it. It should not be difficult to work out mechanisms 
of collaboration between state cooperative unions and business fede¬ 
rations in this programme. 

49 . It will act as a check against the formation of non-genuine - 
societies of the programme of member education precedes the pro¬ 
gramme of organisation of societies. There should also be a programme 
of education of new members. There, must be a tie-up between the 
member education programme and the drive for increase of member¬ 
ship in village societies. 

50 Strengthening of cooperative unions is important from the 
point of view of de-officialisation of the movement. Cooperative 
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training should seek to develop the quality of leadership among 
members. This underlines the importance of the role envisaged for co¬ 
operative unions which have to be the nurseries of cooperative 
leadership. 

51. The member education programme should be linked up with 
the national drive for promotion of literacy. A concerted and massive 
programme of adult education in the country can be launched through 
the cooperative movement. It would be a tremendous national 
achievement if the target of imparting literacy to the total coopera¬ 
tive membership is achieved. It will usher in aj revolution of light 
and learning in rural India. 

52. We suggest that the Cooperative Department in each state 
should prepare a detailed annual report not only containing the 
relevant facts and figures regarding the cooperative movement in 
the state but also bringing out the weaknesses in the movement that 
have come to light in the course of the year. This report should be 
placed before the Legislature which may provide adequate time 
and opportunity to discuss it. 



APPENDIX l 

COMMITTEE ON COOPERATION 


(CONSTITUTED BY GOVERNMENT OF INDIA NOTIFICATION 
NO. F. 11-64/64-Coord. Dated 17-8-1964) 

QUESTIONNAIRE 

I 

1. Does the law of your State lay down any minimum conditions to be fulfilled be¬ 
fore a co-operative society is registered ? If so, what are the conditions ? 

2. Are there any executive instructions issued by State Government or State 
RCS laying down minimum conditions regarding membership, share capital, 
etc., to be fulfilled before a society is registered ? If so, is a distinction drawn 
between different categories of societies, e.g. agricultural credit, marketing, 
processing, industrial societies ? Please give a copy of the instructions. 

3. What is the procedure followed in practice for the scrutiny of an application 
far the registration through which an application is processed till its final 
disposal ? 

4. Does the law of your State empower the RCS to cancel the registration of a 
society if he is satisfied that the affairs of the society are not conducted in 
accordance with cooperative principles ? Has such power, if it exists, been 
used within the last three years ? 

5. What, in your opinion are the features which mark out a non-genuine society ? 
In judging the genuineness or otherwise of a society would you primarily 
look into the composition of its membership or its committee of management. 

6. Are cooperative principles defined in your State law or rules ? If not, what in 
your opinion should they be ? 

II 

7. Briefly indicate the law in your State relating to the constitution of the com¬ 
mittee of management of a cooperative society. 

8. Does the law impose any limit on the number of times a member can hold 
office consecutively ? 

9. If there is such a law, do you think, in the light of the experience of its work¬ 
ing, that it is a check against the growth of vested interests in the management 
of a society. 

10. If there isi no such law, would you favour such legislation ? 

11. In the case of a federal society, is election of office-bearers based on a system 
of electoral college ? If so, what basis is adopted for the formation of electoral 
college ? Do all constituent interests get a fair chance of representation ? 

12. (a) Is election regularly held in the cooperative societies of your State ? 

( b ) Is there a satisfactory machinery for conducting the election ? If not what 
are your suggestions ? 

13. Does the law lay down a limit of time within which, after a committee’s term 
is over, fresh election must be held ? If so what is the legal position if fresh 
election is not held within the stipulated time limit ? Have such occasions 
arisen in your State within the last three years ? If so, please mention one or 
two instances. 

14 Does the law lay down any qualifications or disqualifications regarding the 
holding of an ejection office in a cooperative society ? If so, have any practical 
difficulties been encountered in its enforcement ? 

71 
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15. In particular. is a defaulter eligible t„ be elect*.' 7 is a pets«*n who become- a 
defaulter alter his elect'-'-a sli.-ihlc lo continue in the elected oiikc ’’ 

id. ! file c.tvi'.r i, ir the negative. what is the pp-cedi.ie r'e-crihed i iaw .0 
deal v. itn >o.;h cases 7 

17. («) is mere ;• pioper sy-tem .-I do'ccline -itch c. '-cs V 

ib) At what level of dtpailmc ..ai atiihoiity are .lev dealt v.Itii 

IS. l.V.-s the \ requie a m eiety t.> convene a genera! body meeting at lea-t 

...tv : a \e.ti 7 

!•>. If sj. i> tiie- law gc-'Crt.lty observed 7 \\ it t i. he r. .. in of <.- ■ .—ir.- 
oC ... i , ..nee 

20. line-, the 1: v, require the annua! meeting to consider the budget estimates of 
the society for the curve: t or c "suing sear, and the audit 'epoi; on the account, 
i. the pie. nuts je.irV 

21. Wii.-.t i- jour estimate of die pciccut.gc o> ob-c.-vu-ice of this rein irement .’ 
In case of failure .-I observance. \vh..t ate the ac.-.'t's it i> due n. ' 


HI 

22. Can vou suggest a deiiniliotj cf voided intco-.ts in a so*ie!v 7 

23. V, ha! are she methods n -.rally employed bv c.-i on> lo acq ■' •; veste.! 
Intelc-Is in ; ".leietv 7 

24. What safeguards would voir suggest in order to ptevent -or elimir. vested 
interests 7 

IV 

25. What is a proper policy with icgard to the admission of sympathiser members 
to a functional society 7 

If admitted, should they he allowed to participate in the management 7 

26. Should a marketing society allow traders or prv -.lueers ca/ii traders i • become 
members 7 

27. In a sociei; o arisen-.. -houlJ an entrepreneur he admitted as mcr.bcr? 

2S. Should a e'-iiliacoi -cr a per*on who was doing r c attract businc's till recently, 
he allowed udmi'si-on as a member of a labour cooperative 2 


29. Should an ab-etVee landlord or a land-owner wh ’ b'Cs not work on ' is farm 
be admitted as a memo. a cooperative f ,nb;r .nich. 7 

3*i. What is the real test of o’.-n membership in ’hi’ contest -of ft! . nvihi- 
purpo'c service society, (iii a ’mule purpose .ttnc'iot.d society 7 

31. \ be participation of cal.I wankers in the member-hip and nr.inag-.;:'.*r:i of a 
'iiitctic.-vl society C'-entic to its cooperative eh « r . cter. as for example in .. 
c-Vncr.rive sugar factory 7 

32. Should there be a limi- the number of s'cA-tie- in wi'ich a map. <_•; n vmt.l- 
taneoii'l • hold office 7 

33. ‘..'louhl tit. re he limit the number of times a man can hold 7’ c in the 
same rocietv. either consecutive!, or in aM ? 


3-1. \Vh.,t rcOriet ons are retwirv to prevent Van V her benefits cf : socict . 
being shared disproportionate^ by the meml-cts i f 'he Committee of marc.ee- 
nicrrf 7 


35. What restrictions should similarly be placed in the matter o' holding pr--l 
•oh. :.n a society bv relations of C'-'mimltee members7 

36. Do you think that target-mmJe.lness has been responsible for the gTOWth of 
minv societies which, ever since their registration, have remained inactive or 
dormant ? 
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37 What in your opinion, has been the impact of governmental asststanc 
the form of loans/subsidies/share capital participation on societies who 
origin derives primarily from the drive for target fulfilment . 

38. Has the scale of governmental assistance been excessive or inadequatea 7 ms 
it had any impact on the sound growth of societies ? 

39. Have the inspecting, auditing and supervising staff of government expanded in 
proportion their volume of operations ? 


40. In particular, is the audit staff adequate and is audit regularly done ? 

If the answer is in the negative, would vou advocate a change in the set-up 
of audit ? 


41. Do the federal bodies have effective supervision over their constituent 
primaries? If not. how do you propose to improve the existing arrangement? 

42. It is generally stated that the cooperative movement suffers due to paucity of 
resources. Do you agree with this ? If so. do you think that this has detracted 
from the truly cooperative character of the societies ? 

43. Would you advocate earmarking of a part o: the resources for the weaker 
sections in order to ensure an equitable distribution ? 

44. Would you also advocate reservation of scats in the committee of management 
for the members belonging to the weaker sections ? 

VI 

45. Can you eive an approximate idea of the number of dormant societies in your 
State ? 

46. What is the real percentage of recovery of credit in your opinion ? 

47. What is the percentage of recovery from own resources of the agriculturists ? 

48. What is the percentage of recovery from outside loans by the agriculturists ? 

49. What is the percentage of recovery by paper transactions ? 

50. Is the persuit of higher audit classification of Central and District Cooperative 

Banks not one of the reasons of Paper Transactions'? 

51. Are the deposits of Central Banks and Societies in your State satisfactory? 


52. Suggest the ways of increasing deposits. 


53. Will it be reasonable and justified to raise deposits out of the loans of 
members. 


'54. Will it not be justified and reasonable to adjust payments of dividends into 
deposit of members ? 

55. What is the rate of interest prevailing at village. Tehsil (Taluka) District and 
State levels in your State? Is it fair reasonable or exhorbitant ? What rate 
should reasonably prevail at the above levels ? 

56. (<i) The prevailing interest rate on deposits is much higher than the rate of 

interest paid by Central Banks on Apex and R B I. loans and is almost 
equal to the rate of interest on lending* to the member societies. The 
increase in deposits may also lower the profits. The managements are not 
under the circumstances keen in raising deposits. What attractions can be 
provided to maintain and increase keenness of :hc Managing Committees 
for increasing Deposits ? 

(h) Will it not be justified and reasonable to make provision of State Subsidy 
proportionate with the increase in Deposits ? 

57. (a) In your opinion what percentage of short-term loan has become perma¬ 

nent loan which is repaid by the agriculturists out of loans from 
Money-lenders ? 




74 


(b) What percentage of short-term loans is repaid out of his own resource* 
anu is taken again in very short time by the agriculturists ? 

(c) What percentage of such loans is used in agricultural production? 

(d) \\ hat is your suggestion for not allowing short-term loans to become per¬ 
manent loans ? 

58. Is any allowance, honorarium or Salary other than T.A. paid to elected 
non-official Chairman. Secretary or any other office-bearer ? Should such non¬ 
official Village, l'ehsil. District and State level office-bearers be paid such 
allowances, honorarium etc. ? Gi\e your opinion. 

59. (a) How many types of village agricultural credit societies function in your 

State ? 

(b) Do you recommend one type of village agricultural credit society or 
different types of such societies ? 

60. What time lag you suggest between repayment and re-advanecs to such socie¬ 
ties ? 

61. At what time the outstanding loans according to credit limits of the Central 
and District Cooperative Banks are minimum and for what period ? 

62. Is the classification of societies as obtains as per Auditors’ standard reason¬ 
able ? Does it require some amendments ? 

63. Does the basis of recovery in audit classification of societies require any 
amendment ? 

64. What i< your opinion on the renewal of short-term loan after realisation of 
irtere t in cases where the agriculturist is unable to repay his loan? 

65. What action is provided in your District and State for realisation of loans from 
overdue societies whose management does not take interest in recovery and 
the society has no assets other than its loans on members and whose property 
is not attachable against decree of the Bank ? 

66. Do >cu suggest any amendment in the cooperative law for effecting recovery 
!tom such societies ? 

67. What do vou suggest for checking alienation of property of the borrowing 
members who take short-term loans without mortgage of property and alienate 
their property leaving no chance of recovery of society’s dues ? 

68. Oct o‘ the total resources of the State and Central Cooperative Banks, what 
percentage is invested in commercial activities with institutions other than 
cooperative ones ? Please give the relevant statistics, if possible. 

69. Are you satisfied with the present law regarding “Arbitration” in your State ? 
If not, give reasons and remedies thereof ? 

VII 

70. Arc sou satisfied with the cooperative education programme? If not, what 
arc ;.our suggestions ? 

71. What steps would, in your opinion, help the cooperative movement to become 
self-reliant ? 

72. What suggestions have you to offer to reduce the degree of official control 
ever cooperative institutions ? 



APPENDIX II 


LIST OF THE PERSONS INSTITUTIONS WHO HAVE REPLIED TO THE 
COMMITTEE'S QUESTIONNAIRE 

1. Registrar of Cooperative Societies. Andhra Pradesh. Hyderabad. 

2. Deputy Secretary. Food and Agriculture Department. Andhra Pradesh, 
Hyderr bad. 

3. Registrar of Cooperative Societies. Kerala. Trivandrum. 

4. Hyderabad Central Cooperative Union. Hyderabad. (A.P.). 

5. Secretary to the Government of Punjab. Chandigarh. 

6 . Delhi Cooperative Union, Delhi. 

7. Government of J. & K., Ministry of Community Development 4 Agriculture 
Branch. Srinagar. 

8 . Government of J. & K.. Ministry of Food and Agriculture, Srinagar. 

9. Registrar of Cooperative Societies. J. & K.. Srinagar. 

10. Punjab State Cooperative Bank. Chandigarh. 

11. Director of Industries. Industrial Cooperation Section, Uttar Pradesh. Kanpur. 

12. Jammu & Kashmir Cooperative Union. Ltd., Jammu Tawi. 

13. Director of Agriculture. Uttar Pradesh. Lucknow. 

14. Registrar of Cooperative Societies. Uttar Pradesh. Lucknow. 

15. Development Commissioner, Delhi Administration. Delhi. 

16. Secretary to Government. Cooperative Department. Rajasthan. Jaipur. 

17. Registrar of Cooperative Societies. Raiasthan, Jaipur. 

18. Coopered'.e Department. Govt, of Madhya Pradesh, Bhopal. 

19. Shri Aijun Singh. Minister of Slate Iot Agricultsre. Bhopal. 

20. Bihar State Cooperative Bank. Patna. 

21. Raius'.hr.n Central Cooperative Land Mortgage Bank. Jaipur. 

22. Industries. Labour and Cooperative Department, Government of Madras. 

Madras. 

23. Secretary to the Department of Agriculture. Kerala State. Trivandrum. 

24. Guiarat State Industrial Cooperative Association. Ahmedabad. 

25. Guir.r. ! St te Cooperative Bank. Ahmedabad. 

26. Shri >s.ntarrt. Life Insurance Corporation. Western Zone Nasik. Maharashtra. 

27. Ahmed, had Centra! Cooperative Bank 

28. Shri A K. Kulkarni. Bombay. 

29. Gujr.-rt Stale Cooperative Union. Ahmedabad. 

30. Rcehti.r of Cooperative Societies. Gujarat. Ahmedabad. 

31. Recis'.t. r of Cooperative Societies. As-am, Shillong 

3-7 R»«i.i,, r o- Cooperative Societies. Maharashtra. Poona. 
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33. Orissa State Cooperative Union, Cuttack. 

34. West Bengal Provincial Cooperative Bank, Calcutta. 

35. Registrar of Cooperative Societies, West Bengal, Calcutta. 

36. Secretary, Cooperation and Forestry Department, Orissa, Bhubaneswar. 

37. National Cooperation Union of India, New Delhi. 

38. Apex Marketing Society, Assam (Gauhati). 

39. Assam Apex Bank, Shillong. 

40. Director of Agriculture, Maharashtra, Poona. 

41. Madras Cooperative Union, Madras. 



APPENDIX III 


INSTIT1 HONS VISITED BY THE COMMITTEE DURING ITS TOUR 
Gujarat 

(i) Ahmedabad Fruit and Vegetable Growers Association. 

(//) Asiali Multipurpose Society. 

(iii} Bhcaldi Multipurpose Society. 

(iv) Sanand Mahal Cooperative Cotton Sale Society. 

(v) Emenual Cooperative Housing Society, Ahmedabad. 

(W) Haja Patel Pole Consumers Cooperative Society. Ahmedabad. 

(vii) Marisakakari Kendra Vadaj, Ahmedabad. 

Assam 

(0 Dbnoria Anchalik Cooperative Marketing Society Ltd. 

(t'O Assam Cooperative Apex Bank Ltd., Shillong. 

(iii) Assam Cooperative Apex Marketing Society Ltd.. Gauhati, 

(tv) The Industrial Cooperative Bank, Ltd.. Gauhati. 

(v) The wholesale Cooperative Society Ltd., Gauhati. 

(vi) The Assam Samabay Resham Pratishttan Ltd. 

(vii) Dakthin Sasarania Grahak Samabai Bhandar Ltd. 

West Bengal 

(i) Calcutta Cooperative Industrial Society Ltd. 

(if) Shambazar Taxi drivers’ Cooperative Society Ltd., Calcutta. 

(iii) The wholesale consumer Cooperative Society Ltd., Calcutta. 

(iv) Pcwerloom Cooperative Society Ltd. 

Bihar 

(i) Cooperative Centra! Bank, Biharshariff. 

( ii ) Weavers’ Cooperative Society, Biharsharif. 

(iii) Dairy Cooperative, Muzaffarpur. 

(iv) Cooperative Central Bank, Betiah. 

(v) Cooperative Central Bank, Champaran. 

(vi) Apex Marketing Society, Patna. 

(vii) Apex Cooperative Bank, Patna. 

(v/ii) Bihar Cooperative Federation, Patna. 

Madras 

(/) Madras Cooperative Union. 

(if) Madias State Handloom Weavers’ Cooperative Society Ltd. 

(iii) The Kollachery Labour Contract Cooperative Society Ltd. 

(iy) Kanchepuram Weavers’ Relief Cooperative Production and Sale Society 
Ltd. 

(y) Kanchepuram Kamakshiamman Silk Handloom Weavers’ Cooperative 
Production and Sale Society Ltd. 

(vi) Saidapat Taluk Cooperative Marketing Society Ltd. 
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Maharashtra 

(/) Model Flats Cooperative Hous 

(ii) Bombay Ex-servicemen Transpi 

(iii) Bombay Mercantile Caaperativ 

(iv) Poona Central Cooperative Bar 

(v) Electric Cooperative Society Lti 

(vi) Marketing Cooperative Society Ltd., Poona. 
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Indian Cooperative Union, 
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Dr. S. K. Saksena, 

Regional Director, 

International Cooperative Alliance, 

New Delhi. 

Shri M. V. Madane. 

Deputy Director, 
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